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RULES  AND  REGULATIONS 


Title  45— PUBLIC  WELFARE 

Chapter  IV — Social  and  Rehabilita¬ 
tion  Service  (Rehabilitation  Pro¬ 
grams),  Department  of  Health, 
Education,  and  Welfare 

VOCATIONAL  REHABILITATION 
PROGRAMS  AND  ACTIVITIES 

Revision  of  Parts  401,  402,  403,  404, 
405,  and  406,  and  Addition  of  Parts 
408,  and  409  of  Chapter  IV 

Notice  of  proposed  rule-making  for 
vocational  rehabilitation  programs  and 
activities  was  published  in  the  Federal 
Register  of  January  30,  1969  (34  F.R. 
1474).  The  views  of  interested  persons 
were  requested,  received,  and  considered, 
and,  in  the  light  thereof,  certain  changes 
in  the  proposed  regulations  were  made. 

Accordingly,  Chapter  IV  of  Title  45  of 
the  Code  of  Federal  Regulations  is 
amended  to  include  new  regulations  to 
implement  the  Vocational  Rehabilita¬ 
tion  Amendments  of  1967  (Public  Law 
90-99)  and  the  Vocational  Rehabilita¬ 
tion  Amendments  of  1968  (Public  Law 
90-391).  Some  changes  are  also  made  in 
existing  regulations  to  reflect  the  cur¬ 
rent  organization  of  the  Social  and  Re¬ 
habilitation  Service  as  well  as  its  pro¬ 
gram  activities  and  emphases. 

Part  401,  as  revised,  covers  only  grants 
made  to  State  vocational  rehabilitation 
agencies  under  the  State  plans  for  voca¬ 
tional  rehabilitation  services.  Included 
is  the  program  authorized  by  section 
222(d)  of  the  Social  Security  Act,  as 
added  by  section  336  of  Public  Law  89- 
97,  which  provides  for  payment  from 
the  social  security  trust  funds  for  voca¬ 
tional  rehabilitation  services  furnished 
to  social  security  disability  beneficiaries. 

Part  402  covers  the  newly  authorized 
Vocational  Evaluation  and  Work  Adjust¬ 
ment  programs  for  the  disadvantaged 
under  State  evaluation  and  work  adjust¬ 
ment  plans. 

Part  403  covers  special  projects  grants 
in  vocational  rehabilitation  designed  to 
serve  handicapped  individuals.  (Subpart 
A  of  Part  403  had  formerly  been  included 
in  Part  401.) 

Part  404  covers  project  grants  and 
other  assistance  for  rehabilitation  facili¬ 
ties  (Subpart  I  of  Part  404  had  formerly 
appeared  in  Part  401  and  the  remaining 
material  had  previously  constituted 
Part  402). 

Part  405  covers  research  and  demon¬ 
stration  activities  and  Part  406  covers 
training  grant  programs.  (Except  for 
Subpart  D  of  Part  406,  this  material  had 
previously  appeared  in  Part  403) . 

Part  408  deals  with  the  new  project 
grant  authority  for  the  rehabilitation  of 
the  mentally  retarded. 

Part  409,  dealing  with  the  vending 
stand  program  for  the  blind,  sets  forth 
the  material  formerly  contained  in  Part 
404. 

Federal  financial  assistance  extended 
under  this  chapter  is  subject  to  the  regu¬ 
lations  in  45  CFR  Part  80,  issued  by  the 
Secretary  of  Health,  Education,  and  Wel¬ 
fare,  and  approved  by  the  President,  to 


effectuate  the  provisions  of  section  601 
of  the  Civil  Rights  Act  of  1964  (42  U.S.C, 
sec.  2000d). 

Part 

401  The  State  vocational  rehabilitation 

program. 

402  The  State  evaluation  and  work  ad¬ 

justment  program. 

403  Special  projects  In  vocational  reha¬ 

bilitation. 

404  Project  grants  and  assistance  for  re¬ 

habilitation  facilities. 

405  Research  and  demonstration. 

406  Training  and  traineeships. 

408  Project  grants  for  rehabilitation  of  the 

mentally  retarded. 

409  Vending  stand  program  for  the  blind 

on  Federal  and  other  property. 

PART  401— THE  STATE  VOCATIONAL 
REHABILITATION  PROGRAM 

Subpart  A — Definitions 

Sec. 

401.1  Terms. 

Subpart  B— State  Plans  for  Vocational 
Rehabilitation  Services 
State  Plan  Content:  Administration 

401.2  The  State  plan:  general  require¬ 

ments. 

401.3  Approval  of  State  plans  and  amend¬ 

ments. 

401.4  Withholding  of  funds. 

401.5  State  agency  for  administration. 

401 .6  Organization  for  administration. 

401.7  State  administrator. 

401 .8  Local  administration. 

401.9  Shared  funding  and  administration 

of  joint  projects. 

401.10  Waiver  of  Statewideness. 

401.11  Cooperative  programs  utilizing 

third-party  funds  for  vocational 
rehabilitation  services. 

401.12  Standards  of  personnel  adminis¬ 

tration. 

401.13  Medioal  consultation. 

401.14  State  agency  facility  staff. 

401.15  State  agency  program  planning 

staff. 

401.16  Staff  development. 

401.17  Political  activity. 

401.18  Fiscal  administration. 

401.19  Custody  of  funds. 

401.20  Reports. 

401.21  Cooperation  with  other  agencies. 

401.22  Nondiscrimination  in  employment 

under  construction  contracts. 

401.23  Funds  made  available  to  private 

nonprofit  agencies  for  establish¬ 
ment  or  construction  of  rehabili¬ 
tation  facilities. 

State  Plan  Content:  Casework  Practice 

401.30  Eligibility. 

401.31  Extended  evaluation  to  determine 

rehabilitation  potential. 

401.32  Case  study  and  diagnosis. 

401.33  Extended  evaluation  plan. 

401.34  Vocational  rehabilitation  plan  for 

the  individual. 

401.35  Processing  referrals  and  applica¬ 

tions. 

401.36  Order  of  selection  for  services. 

401.37  Participation  by  handicapped  in¬ 

dividuals  in  the  costs  of  voca¬ 
tional  rehabilitation  services. 

401.38  Administrative  review  of  agency 
action,  and  fair  hearings. 

401.39  Confidential  information. 

401.40  Recording  of  case  data. 

State  Plan  Content  :  Services 

401.41  Scope  of  agency  program. 

401.42  Standards  for  facilities  and  person¬ 

nel. 

401.43  Rates  of  payment. 


Sec. 

401.44  Evaluation,  including  diagnostic 

and  related  services. 

401.45  Counseling  and  guidance. 

401.46  Physical  restoration  services. 

401.47  Training. 

40 1 .48  Maintenance. 

40 1 .49  Placement. 

401.50  Followup  services. 

401.51  Transportation. 

401.52  Special  services  for  the  blind  and 

deaf. 

401.53  Services  to  family  members. 

401.54  Recruitment  and  training  sen-ices 

for  new  employment  opportu¬ 
nities. 

401.55  Tools,  equipment,  initial  stocks  and 

supplies,  occupational  licenses. 

401.56  Other  goods  and  services. 

401.57  Small  business  enterprises  for  the 

severely  handicapped. 

401.58  Establishment  of  rehabilitation  fa¬ 

cilities. 

401.59  Construction  of  rehabilitation  fa¬ 

cilities. 

401.60  Facilities  and  services  for  groups 

.  of  handicapped  individuals. 

401.61  Services  to  civil  employees  of  the 

United  States. 

40 1 .62  Authorization  of  services. 

Subpart  C — Financing  of  State  Vocational 
Rehabilitation  Programs 

Federal  Financial  Participation 

401.70  Effect  of  State  rules. 

401.71  Vocational  rehabilitation  services  to 

individuals. 

401.72  Small  business  enterprises  for  the 

severely  handicapped. 

401.73  Establishment  of  rehabilitation  fa¬ 

cilities. 

401.74  Construction  of  rehabilitation  fa¬ 

cilities. 

401.75  Facilities  and  services  for  groups  of 

handicapped  individuals. 

401.76  Administration. 

401.77  Purchase  of  goods,  facilities,  or 

services  from  other  agencies  of  the 
State. 

401.78  Insurance  and  taxes. 

401.79  Cost  of  space. 

401.80  State  and  local  fluids. 

401.81  Shared  funding  and  administration 

of  joint  projects. 

401.82  Waiver  of  Statewideness. 

Allotment  and  Payment 

401.85  Allotment  of  Federal  funds  for  vo¬ 

cational  rehabilitation  services. 

401.86  Payments  from  allotments. 

401.87  Method  of  computing  and  making 

payments. 

401  88  Effect  of  payments. 

401.89  Refunds. 

401.90  Determining  to  which  fiscal  year  an 

expenditure  is  chargeable. 

Subpart  D — Payment  of  Costs  of  Vocational  Re¬ 
habilitation  Services  to  Disability  Beneficiaries 
from  the  Social  Security  Trust  Funds 

401.110  General. 

401.111  Purposes  and  objectives. 

401.112  Applicability  of  other  regulations. 

401.113  Definitions. 

401.114  State  plan  requirements. 

401.115  Cost  of  services — conditions  and 

limitations. 

401.116  Payments  of  trust  funds. 

401.117  Budgets. 

401.118  Reports. 

Subpart  E — Grants  to  States  for  Innovation  of 
Vocational  Rehabilitation  Services 

401.130  Purpose. 

40 1 . 1 3 1  Application  procedure. 

401.132  Application  oontent. 

401.133  Project  activities. 
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401.134  Allotment  of  Federal  funds  for  in¬ 

novation  projects. 

401.135  Payments  from  allotments. 

401.136  Continuation  grants  for  innovation 

projects;  reports. 

401.137  Project  amendments. 

401.138  Methods  of  computing  and  making 

payments. 

Authority:  The  provisions  of  this  Part  401 
issued  under  sec.  7(b),  68  Stat.  658,  29  U.S.C. 
37(b);  and  sec.  205,  49  Stat.  624,  sec.  1102, 
49  Stat.  647,  sec.  222(d),  79  Stat.  408,  as 
amended,  42  U.S.C.  405,  1302,  422(d).  In¬ 
terpret  and  apply  the  Vocational  Rehabilita¬ 
tion  Act,  as  amended,  29  U.S.C.  ch.  4,  and 
sec.  222(d),  Social  Security  Act,  42  U.S.C. 
422(d). 

Subpart  A — Definitions 

§  401.1  Terms. 

Unless  otherwise  indicated  in  the  reg¬ 
ulation  in  this  part,  the  terms  below  are 
defined  as  follows: 

(a)  “Act”  means  the  Vocational  Re¬ 
habilitation  Act,  as  amended  (29  U.S.C. 
ch.  4). 

(b)  “Administrator”  means  the  Ad¬ 
ministrator  of  the  Social  and  Rehabili¬ 
tation  Service  in  the  Department  of 
Health,  Education,  and  Welfare. 

(c)  “Blind”  means  persons  who  are 
blind  within  the  meaning  of  the  law 
relating  to  vocational  rehabilitation  in 
each  State. 

(d)  “Construction  of  a  rehabilitation 
facility”  means  (1)  the  construction  of 
new  buildings,  the  acquisition  of  exist¬ 
ing  buildings,  or  the  expansion  of  exist¬ 
ing  buildings,  which  are  to  be  utilized 
for  rehabilitation  facility  purposes;  (2) 
the  acquisition  of  initial  equipment  of 
such  new,  newly  acquired,  or  newly  ex¬ 
panded  buildings;  or  (3)  the  initial  staff¬ 
ing  of  such  a  rehabilitation  facility  for 
a  period  not  to  exceed  4  years  and  3 
months. 

(e)  “Eligible”  or  "eligibility,”  when 
used  in  relation  to  an  individual’s  quali¬ 
fication  for  vocational  rehabilitation 
services,  refers  to  a  certification  that  (1) 
a  physical  or  mental  disability  is  pres¬ 
ent;  (2)  a  substantial  handicap  to  em¬ 
ployment  exists;  and  (3)  vocational  re¬ 
habilitation  services  may  reasonably  be 
expected  to  render  the  individual  fit  to 
engage  in  a  gainful  occupation. 

(f)  “Establishment  of  a  rehabilita¬ 
tion  facility”  means  (1)  the  expansion, 
remodeling,  or  alteration  of  existing 
buildings,  necessary  to  adapt  or  to  in¬ 
crease  the  effectiveness  of  such  buildings 
for  rehabilitation  facility  purposes;  (2) 
the  acquisition  of  initial  equipment  for 
such  purposes;  or  (3)  the  initial  staffing 
of  a  rehabilitation  facility,  for  a  period 
not  to  exceed  4  years  and  3  months. 

(g)  “Family  members”  or  “members 
of  the  family”  means  any  relative  by 
blood  or  marriage  of  a  handicapped  in¬ 
dividual  and  other  individuals  living  in 
the  same  household  with  whom  the 
handicapped  individual  has  a  close 
Interpersonal  relationship. 

(h)  “Gainful  occupation”  includes 
employment  in  the  competitive  labor 
market;  practice  of  a  profession;  self- 
employment;  homemaking;  farm  or 
family  work  (including  work  for  which 
payment  is  in  kind  rather  than  in  cash) ; 
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sheltered  employment;  and  home  in¬ 
dustries  or  other  gainful  homebound 
work. 

(1)  (1)  "Handicapped  individual” 
means  any  individual  who  has  a  physical 
or  mental  disability  and  a  substantial 
handicap  to  employment,  which  is  of 
such  a  nature  that  vocational  rehabilita¬ 
tion  services  (paragraph  (z)(l)  of  this 
section)  may  reasonably  be  expected  to 
render  him  fit  to  engage  in  a  gainful 
occupation,  including  a  gainful  occupa¬ 
tion  which  is  more  consistent  with  his 
capacities  and  abilities. 

(2)  "Handicapped  individual”  also 
means  any  individual  who  has  a  physical 
or  mental  disability  and  a  substantial 
handicap  to  employment  for  whom  voca¬ 
tional  rehabilitation  services  (paragraph 
(z)  (2)  of  this  section)  are  necessary  for 
the  purpose  of  extended  evaluation  to 
determine  rehabilitation  potential. 

(j)  “Local  rehabilitation  agency” 
means  the  public  agency  of  a  political 
subdivision  of  a  State  which  has  sole 
responsibility  for  administering  the 
vocational  rehabilitation  program  in  the 
locality,  under  the  supervision  of  the 
State  agency. 

(k)  “Maintenance”  means  payments 
to  cover  the  handicapped  individual’s 
basic  living  expenses,  such  as  food, 
shelter,  clothing,  health  maintenance, 
and  other  subsistence  expenses  essential 
to  determination  of  the  individual's  re¬ 
habilitation  potential  or  to  achievement 
of  his  vocational  rehabilitation  objective. 

(l)  "Management  services  and  super¬ 
vision”  for  small  business  enterprises  in¬ 
cludes  inspection,  quality  control,  con¬ 
sultation,  accounting,  regulating,  in- 
service  training,  and  other  related 
services  provided  on  a  systematic  basis 
to  support  and  improve  small  business 
enterprises  operated  by  blind  or  other 
severely  handicapped  persons  under  a 
State  agency’s  small  business  enterprise 
program.  "Management  services  and 
supervision”  does  not  include  those  serv¬ 
ices  or  costs  which  pertain  to  the  op¬ 
eration  of  the  individual  business  enter¬ 
prise,  such  as  employment  of  substitute 
workers,  rent,  advertising  and  other  op¬ 
erating  costs. 

(m)  “Nonprofit,”  when  used  with  re¬ 
spect  to  a  rehabilitation  facility  means 
a  rehabilitation  facility  which  is  owned 
and  operated  by  a  corporation  or  asso¬ 
ciation,  no  part  of  the  net  earnings  of 
which  inures,  or  may  lawfully  inure,  to 
the  benefit  of  any  private  shareholder  or 
individual,  and  the  income  of  which  is 
exempt  from  taxation  under  section 
501(c)  (3)  of  the  Internal  Revenue  Code 
of  1954. 

(n)  “Occupational  license”  means  any 
license,  permit,  or  other  written  authority 
required  by  a  State,  city,  or  other  gov¬ 
ernmental  unit  to  be  obtained  in  order 
to  enter  an  occupation. 

(o)  "Physical  or  mental  disability” 
means  a  physical  or  mental  condition 
which  materially  limits,  contributes  to 
limiting  or,  if  not  corrected,  will  prob¬ 
ably  result  in  limiting  an  individual’s 
activities  or  functioning.  It  includes  be¬ 
havioral  disorders  characterized  by  a 
pattern  of  deviant  social  behavior  or 
impaired  ability  to  carry  out  normal  re- 
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lationships  with  family  and  community 
which  may  result  from  vocational,  educa¬ 
tional,  cultural,  social,  environmental,  or 
other  factors. 

(p)  “Physical  restoration  services” 
means  those  services  which  are  neces¬ 
sary  to  correct  or  substantially  modify 
within  a  reasonable  period  of  time  a 
physical  or  mental  condition  which  is 
stable  or  slowly  progressive,  and  in¬ 
cludes:  (1)  Medical  or  surgical  treat¬ 
ment  by  general  practitioners  or  medical 
specialists;  (2)  psychiatric  treatment; 

(3)  dentistry;  (4)  nursing  sevices;  (5) 
hospitalization  (either  inpatient  or  out¬ 
patient  care)  and  clinic  services;  (6) 
convalescent,  nursing  or  rest  home  care; 
(7)  drugs  and  supplies;  (8)  prosthetic 
devices  and  orthotic  devices  essential  to 
obtaining  or  retaining  employment;  (9) 
eye  glasses  and  visual  services,  as  pre¬ 
scribed  by  a  physician  skilled  in  the  dis¬ 
eases  of  the  eye  or  by  an  optometrist; 
(10)  physical  therapy;  (11)  occupational 
therapy;  (12)  speech  or  hearing  therapy ; 
(13)  psychological  services;  (14)  treat¬ 
ment  of  medical  complications  and 
emergencies,  either  acute  or  chronic, 
which  are  associated  with  or  arise  out  of 
the  provision  of  physical  restoration  serv¬ 
ices,  or  are  inherent  in  the  condition 
under  treatment;  and  (15)  other  medical 
or  medically  related  rehabilitation  serv¬ 
ices.  The  provision  that  the  condition 
is  stable  or  slowly  progressive  does  not 
apply  when  physical  restoration  services 
are  provided  under  extended  evaluation 
in  order  to  determine  the  rehabilitation 
potential. 

(q)  “Regional  Commissioner”  means 
the  Regional  Commissioner  of  the  Social 
and  Rehabilitation  Service. 

(r)  “Rehabilitation  facility”  means  a 
facility  which  is  operated  for  the  primary 
purpose  of  providing  vocational  rehabili¬ 
tation  services  to  or  gainful  employment 
for  handicapped  individuals,  or  for  pro¬ 
viding  evaluation  and  work  adjustment 
services  for  disadvantaged  individuals 
under  Part  402  of  this  chapter,  and  which 
provides  singly  or  in  combination  one  or 
more  of  the  following  services  for  handi¬ 
capped  individuals:  (1)  Comprehensive 
rehabilitation  services  which  include,  un¬ 
der  one  management,  medical,  psycho¬ 
logical,  social,  and  vocational  services; 
(2)  testing,  fitting,  or  training  in  the  use 
of  prosthetic  and  orthotic  devices;  (3) 
prevocational  conditioning  or  recrea¬ 
tional  therapy;  (4)  physical  and  occupa¬ 
tional  therapy;  (5)  speech  and  hearing 
therapy;  (6)  psychological  and  social 
services;  (7)  evaluation;  (8)  personal 
and  work  adjustment;  (9)  vocational 
training  (in  combination  with  other  re¬ 
habilitation  services) ;  (10)  evaluation  or 
control  of  special  disabilities;  and  (11) 
transitional  or  long-term  employment 
for  the  severely  handicapped  who  cannot 
be  readily  absorbed  in  the  competitive 
labor  market:  Provided,  That  all  medical 
and  related  health  services  must  be  pre¬ 
scribed  by,  or  under  the  formal  super¬ 
vision  of,  persons  licensed  to  practice 
medicine  or  surgery  in  the  State. 

(s)  “Secretary”  means  the  Secretary 
of  Health,  Education,  and  Welfare. 

(t)  “Small  business  enterprise”  means 
a  small  business  operated  by  blind  or 
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other  severely  handicapped  persons  un¬ 
der  the  management  and  supervision  of 
the  State  agency  or  its  nominee.  Such 
businesses  include  only  those  selling, 
manufacturing,  processing,  servicing, 
agricultural,  and  other  activities  which 
are  suitable  and  practical  for  the  most 
effective  utilization  of  the  skills  and  apti- 
tutes  of  blind  or  other  severely  handi¬ 
capped  persons  and  provide  substantial 
gainful  employment  or  self-employment 
commensurate  with  the  time  devoted  by 
the  operator  or  operators  to  the  business, 
the  cost  of 'establishing  the  business  and 
other  factors  of  an  economic  nature. 

(u)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Virgin 
Islands.  Puerto  Rico,  and  Guam. 

(v)  “State  agency”  or  “State  voca¬ 
tional  rehabilitation  agency”  means  the 
sole  State  agency  designated  to  admin¬ 
ister  (or  supervise  local  administration 
of)  the  State  plan  for  vocational  re¬ 
habilitation  services.  The  term  includes 
the  State  agency  for  the  blind,  if  desig¬ 
nated  as  the  sole  State  agency  with  re¬ 
spect  to  that  part  of  the  plan  relating 
to  the  vocational  rehabilitation  of  the 
blind. 

(w)  “State  plan”  means  the  State 
plan  for  vocational  rehabilitation 
services. 

(x)  “Substantial  handicap  to  employ¬ 
ment”  means  that  a  physical  or  mental 
disability  (in  the  light  of  attendant  med¬ 
ical,  psychological,  vocational,  educa¬ 
tional,  cultural,  social,  or  environmental 
factors)  impedes  an  individual’s  occupa¬ 
tion  performance,  by  preventing  his  ob¬ 
taining,  retaining,  or  preparing  for  a 
gainful  occupation  consistent  with  his 
capacities  and  abilities. 

(y)  “Visual  services”  means  visual 
training,  and  the  examination  and  serv¬ 
ices  necessary  for  the  prescription  and 
provision  of  eyeglasses,  contact  lenses, 
microscopic  lenses,  telescopic  lenses, 
and  other  special  visual  aids,  as  pre¬ 
scribed  by  a  physician  skilled  in  diseases 
of  the  eye  or  by  an  optometrist. 

(z)  (1)  “Vocational  rehabilitation 
services”  means  any  goods  and  services 
necessary  to  render  a  handicapped  indi¬ 
vidual  fit  to  engage  in  a  gainful  occupa¬ 
tion,  including  (i)  evaluation,  including 
diagnostic  and  related  services;  (ii) 
counseling  and  guidance;  (iii)  physical 
restoration  services;  (iv)  training,  in¬ 
cluding  personal  and  vocational  adjust¬ 
ment;  (v)  books  and  training  materials 
(including  tools)  ;  (vi)  maintenance; 
(vii)  placement;  (viii)  followup  services ; 
(ix)  tools,  equipment,  initial  stocks  and 
supplies,  including  equipment  and  ini¬ 
tial  stocks  and  supplies  for  vending 
stands;  (x)  management  services  and 
supervision  provided  by  the  State  agency 
and  acquisition  of  vending  stands  or 
other  equipment  and  initial  stocks  and 
supplies,  for  small  businesses  enterprises, 
operated  under  the  supervision  of  the 
State  agency  by  the  severely  handi¬ 
capped;  (xi)  transportation;  (xii)  occu¬ 
pational  licenses;  (xiii)  reader  services 
for  the  blind;  (xiv)  interpreter  services 
for  the  deaf;  (xv)  services  to  members 
of  a  handicapped  individual’s  family 
when  such  services  will  contribute  sub¬ 
stantially  to  the  rehabilitation  of  the 


handicapped  individual;  (xvi)  recruit¬ 
ment  and  training  services  for  new  em¬ 
ployment  opportunities  in  the  fields  of 
rehabilitation,  health,  welfare,  public 
safety,  law  enforcement,  and  other  ap¬ 
propriate  service  employment;  and  (xvii) 
such  other  goods  and  services  as  are  nec¬ 
essary  to  render  a  handicapped  indi¬ 
vidual  fit  to  engage  in  a  gainful  occupa¬ 
tion. 

(2)  “Vocational  rehabilitation  serv¬ 
ices”  ( for  the  purpose  of  extended  evalu¬ 
ation  for  the  determination  of  rehabili¬ 
tation  potential)  also  means  any  goods 
or  services,  including  the  items  specified 
in  subparagraph  (1)  (i)  through  (vi), 
(xi),  (xiii)-(xv) ,  and  (xvii)  of  this  para¬ 
graph,  which  are  provided  to  an  indi¬ 
vidual  who  has  a  physical  or  mental  dis¬ 
ability  and  a  substantial  handicap  to 
employment,  during  the  period  specified 
by  the  Administrator  (§401.31)  to  be 
necessary  for,  and  which  are  provided  for 
the  purpose  of  ascertaining  whether  it 
may  reasonably  be  expected  that  such  in¬ 
dividual  will  be  rendered  fit  to  engage  in 
a  gainful  occupation  through  the  provi¬ 
sion  of  goods  and  services  described  in 
subparagraph  (1)  of  this  paragraph; 

(3)  “Vocational  rehabilitation  serv¬ 
ices”  also  covers  the  establishment  of  a 
rehabilitation  facility  and  the  construc¬ 
tion  of  a  rehabilitation  facility; 

<4)  The  term  also  covers  the  provision 
of  other  facilities  and  services  which 
promise  to  contribute  substantially  to 
the  rehabilitation  of  a  group  of  individ¬ 
uals  but  which  are  not  related  directly  to 
the  rehabilitation  plan  of  any  one  handi¬ 
capped  individual. 

(aa)  “Workshop”  means  a  rehabilita¬ 
tion  facility,  or  that  part  of  a  rehabilita¬ 
tion  facility,  w'here  any  manufacture  or 
handiwork  is  carried  on  and  which  is 
operated  for  the  primary  purpose  of  (1) 
providing  gainful  employment  or  profes¬ 
sional  services  to  the  handicapped  as  an 
interim  step  in  the  rehabilitation  process 
for  those  who  cannot  be  readily  absorbed 
in  the  competitive  labor  market  or  dur¬ 
ing  such  time  as  employment  opportuni¬ 
ties  for  them  in  the  competitive  labor 
market  do  not  exist;  or  (2)  providing 
evaluation  and  work  adjustment  services 
for  disdavantaged  individuals  under  Part 
402  of  this  chapter. 

Subpart  B — State  Plans  for  Voca¬ 
tional  Rehabilitation  Services 

State  Plan  Content  :  Administration 

§  101.2  The  State  plan:  general  require¬ 
ments. 

(a)  Purpose.  A  basic  condition  to  the 
certification  of  Federal  funds  to  a  State 
for  vocational  rehabilitation  services  is  a 
State  plan  found  to  meet  Federal  re¬ 
quirements.  This  plan  shall  constitute  a 
description  of  the  State’s  vocational  re¬ 
habilitation  program.  The  State  plan 
shall  meet  the  requirements  as  to  content 
hereinafter  stated.  It  shall  provide  for 
financial  participation  by  the  State,  and 
shall  provide  that  it  will  be  in  effect  in 
all  political  subdivisions  of  the  State  ex¬ 
cept  as  specifically  provided  in  §§401.9 
and  401.10.  The  Administrator  shall  ap¬ 
prove  any  plan  meeting  the  requirements 
of  the  act  and  of  this  part.  Upon  desig¬ 


nation  of  a  new  State  agency  (see 
§401.5),  a  new  State  plan  must  be 
submitted. 

(b)  Form.  The  general  form  and  con¬ 
tent  of  the  State  plans  are  set  forth  in 
the  State  Plan  Guide  which  is  distributed 
to  all  State  agencies  administering  voca¬ 
tional  rehabilitation  programs. 

(c)  Amendment.  The  plan  shall  pro¬ 
vide  that  it  will  be  amended  whenever 
necessary  to  reflect  a  material  change  in 
any  applicable  phase  of  State  law,  organ¬ 
ization,  policy,  or  agency  operations  and 
that  such  amendments  wall  be  submitted 
to  the  Social  and  Rehabilitation  Service 
before  it  is  put  into  effect,  or  within  a 
reasonable  time  thereafter. 

(d)  Separate  part  relating  to  rehabili¬ 
tation  of  the  blind.  If,  as  hereinafter 
provided  for,  a  State  agency  for  the  blind 
administers  or  supervises  the  adminis¬ 
tration  of  that  part  of  the  State  plan  re¬ 
lating  to  the  rehabilitation  of  the  blind, 
such  part  of  the  State  plan  shall  meet  all 
requirements  as  to  submission,  amend¬ 
ment,  and  content  prescribed  by  the  act 
and  this  part,  as  though  it  were  a  sepa¬ 
rate  State  plan. 

§  401.3  Approval  of  State  plans  and 

amendments. 

Both  the  original  plan  and  all  amend¬ 
ments  thereto  shall  be  submitted  to  the 
Regional  Commissioner. 

(a)  New  or  substantially  revised  plans. 
New  or  substantially  revised  plans  are 
approved  by  the  Administrator. 

(b)  Plan  amendments.  An  amendment 
to  a  plan  is  approved  by  the  Regional 
Commissioner.  If  an  amendment  is  ap¬ 
proved,  the  Regional  Commissioner  in¬ 
corporates  it  into  the  approved  State 
plan  and  advises  the  State.  If  the 
Regional  Commissioner  considers  an 
amendment  not  to  be  approvable  and 
is  unable  to  secure  necessary  changes  by 
the  State,  he  submits  the  amendment  to 
the  central  office  of  the  Social  and  Re¬ 
habilitation  Service  for  appropriate 
action. 

§  401.4  Withholding  of  funds. 

(a)  When  withheld.  When  after  rea¬ 
sonable  notice  and  opportunity  for  hear¬ 
ing  to  the  State  agency  it  is  found  that 
(1)  the  plan  has  been  so  changed  that  it 
no  longer  complies  with  the  requirements 
of  section  5(a)  of  the  act,  or  (2)  in  the 
administration  of  the  plan  there  is  a 
failure  to  comply  substantially  with  any 
such  provisions,  further  payments  under 
section  2  or  3  may  be  withheld  or  limited 
as  provided  by  section  5(c)  of  the  act. 
The  State  agency  is  notified  of  the  action 
taken. 

(b)  Judicial  review.  The  decision  to 
withhold  payments  described  in  para¬ 
graph  (a)  of  this  section  may  be  ap¬ 
pealed  to  the  U.S.  district  court  for  the 
district  in  which  the  capital  of  the  State 
is  located.  The  court  will  review  the  ac¬ 
tion  on  the  record  in  accordance  with  the 
provisions  of  the  Administrative  Proce¬ 
dure  Act. 

(c)  Informal  discussions.  Hearings  de¬ 
scribed  in  paragraph  (a)  of  this  section 
are  generally  not  called  until  after  reas¬ 
onable  effort  has  been  made  by  the 
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Social  and  Rehabilitation  Service  to  re¬ 
solve  the  questions  involved  by  confer¬ 
ence  and  discussion  with  State  officials. 
Formal  notification  of  the  date  and  place 
of  a  hearing  does  not  foreclose  further 
negotiations  with  State  officials. 
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cials,  directly  pertinent  to  the  adminis¬ 
tration  or  supervision  of  the  vocational 
rehabilitation  program,  shall  be  sub¬ 
mitted  as  a  part  of  the  plan. 

(e)  Responsibility  lor  administration. 
The  State  plan  shall  provide  that  all  de- 
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habilitation  work  of  such  organizational 
unit  all  or  substantially  all  of  whom  are 
employed  full  time  on  such  work. 

(c)  Location  of  organizational  unit. 
(1)  The  State  plan  shall  provide  that  the 
organizational  unit,  specified  in  para- 


§  401.5  State  agency  for  administration. 

(a)  Designation  of  sole  State  agency. 
The  State  plan  shall  designate  a  sole 
State  agency  to  administer  the  State 
plan  for  vocational  rehabilitation  serv¬ 
ices  in  the  State  or  to  supervise  its  ad¬ 
ministration  in  a  political  subdivision  of 
the  State  by  a  sole  local  agency  of  such 
political  subdivision.  This  agency  shall 
be  one  of  the  agencies  specified  in  para¬ 
graph  (b)  of  this  section,  except  that 
the  State  agency  for  the  blind,  as  spe¬ 
cified  in  paragraph  (c)  of  this  section, 
may  be  designated  as  the  sole  State 
agency  with  respect  to  that  part  of  the 
program  relating  to  the  vocational  re¬ 
habilitation  of  the  blind. 

(b)  Designated  State  agency.  The  des¬ 
ignated  State  agency,  except  for  a  des¬ 
ignated  State  agency  for  the  blind  as 
specified  in  paragraph  (c)  of  this  sec¬ 
tion,  shall  be: 

(1)  A  State  agency  primarily  con¬ 
cerned  with  vocational  rehabilitation,  or 
vocational  and  other  rehabilitation,  of 
disabled  individuals;  such  agency  must 
be  an  independent  State  commission, 
board,  or  other  agency  whose  major 
function  is  vocational  rehabilitation,  or 
vocational  and  other  rehabilitation,  of 
disabled  individuals,  with  authority,  sub¬ 
ject  to  the  supervision  which  derives 
from  the  office  of  the  Governor,  to  de¬ 
fine  the  scope  of  the  program  within  the 
provisions  of  State  and  Federal  law,  and 
to  direct  its  administration  without  ex¬ 
ternal  administrative  controls; 

(2)  The  State  agency  administering 
or  supervising  the  administration  of  ed¬ 
ucation  or  vocational  education  in  the 
State;  or 

(3)  A  State  agency  which  includes  at 
least  two  other  major  organizational 
units  each  of  which  administers  one  or 
more  of  the  State’s  major  programs  of 
public  education,  public  health,  public 
welfare,  or  labor. 

(c)  Designated  State  agency  for  the 
blind.  Where  the  State  commission  for 
the  blind,  or  other  agency  which  pro¬ 
vides  assistance  or  services  to  the  adult 
blind,  is  authorized  under  State  law  to 
administer  or  supervise  the  administra¬ 
tion  of  vocational  rehabilitation  services 
to  the  blind,  such  commission  or  agency 
may  be  designated  as  the  sole  State 
agency  to  administer  the  part  of  the  plan 
under  which  vocational  rehabilitation 
services  are  provided  for  the  blind  or  to 
supervise  the  administration  of  such 
part  in  a  political  subdivision  of  the 
State  by  a  sole  local  agency  of  such  polit¬ 
ical  subdivision. 

(d)  Authority.  The  State  plan  shall 
set  forth  the  authority  under  State  law 
for  the  administration  or  supervision  of 
the  administration  of  the  program  by  the 
State  agency,  and  the  legal  basis  for 
administration  by  local  rehabilitation 
agencies,  if  applicable.  In  this  connec¬ 
tion,  copies  of  all  laws  and  interpreta¬ 
tions  thereof  by  appropriate  State  offi- 
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cisions  affecting  eligibility  for  vocational 
rehabilitation  services,  including  the  ac¬ 
ceptability  for  extended  evaluation  and 
the  nature  and  scope  of  vocational  re¬ 
habilitation  services  to  be  provided,  will 
be  made  by  the  State  agency  through  its 
organizational  unit,  or  by  a  local  reha¬ 
bilitation  agency  under  its  supervision, 
and  that  this  responsibility  will  not  be 
delegated  to  any  other  agency  or 
individual. 

§  401.6  Organization  for  administration. 

(a)  Organization.  The  State  plan 
shall  describe  the  organizational  struc¬ 
ture  of  the  State  agency,  including  de¬ 
scriptions  of  organizational  units,  the 
functions  assigned  to  each,  and  the  re¬ 
lationships  among  units  in  the  voca¬ 
tional  rehabilitation  program.  Such  de¬ 
scriptions  shall  be  accompanied  by 
organizational  charts  reflecting  (1)  the 
relationship  of  the  State  agency  to  the 
Governor  and  his  office  and  to  other 
agencies  administering  major  programs 
of  public  education,  public  health,  public 
welfare,  or  labor  of  parallel  stature 
within  the  State  government,  and  (2) 
the  internal  structure  of  the  State 
agency.  The  organizational  structure 
shall  provide  for  all  the  vocational  re¬ 
habilitation  functions  for  which  the 
State  agency  is  responsible,  for  clear 
lines  of  administrative  and  supervisory 
authority,  and  shall  be  suited  to  the  size 
of  the  vocational  rehabilitation  program 
and  the  geographic  areas  in  which  the 
program  must  operate.  The  State  plan 
shall  also  describe  methods  of  adminis¬ 
tration  which  will  provide  for  the  coordi¬ 
nation  and  integration  of  activities, 
adequate  controls  over  operations,  chan¬ 
nels  for  the  development  and  interpre¬ 
tation  of  policies  and  standards,  and 
effective  supervision  of  staff  under  the 
vocational  rehabilitation  program.  The 
organizational  structure  and  the  meth¬ 
ods  of  administration  shall  facilitate 
program  operations,  and  shall  ensure 
the  provision  of  all  necessary  vocational 
rehabilitation  services  available  under 
the  State  plan  to  rehabilitation  clients, 
including  services  necessary  to  determine 
rehabilitation  potential. 

(b)  Organizational  unit.  Where  the 
designated  State  agency  is  of  the  type 
specified  in  §  401.5(b)  (2)  or  (3),  or 
5  401.5(c),  the  State  plan  shall  provide 
that  the  agency  (or  each  agency,  where 
two  such  agencies  are  designated)  shall 
include  a  vocational  rehabilitation 
organizational  unit  which:  (1)  Is  pri¬ 
marily  concerned  with  vocational  re¬ 
habilitation,  or  vocational  and  other 
rehabilitation,  of  disabled  individuals, 
and  is  responsible  for  the  administration 
of  such  State  agency’s  vocational  re¬ 
habilitation  program,  which  must  in¬ 
clude  the  determination  of  eligibility  for 
and  the  provision  of  services  under  the 
State  plan;  (2)  has  a  full-time  admin¬ 
istrator  in  accordance  with  §  401.7;  and 
(3)  has  a  staff  employed  on  such  re- 
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graph  (b)  of  this  section,  shall  be  located 
at  an  organizational  level  and  shall  have 
an  organizational  status  within  the  State 
agency  comparable  to  that  of  other 
major  organizational  units  of  such 
agency  or,  in  the  case  of  an  agency  de¬ 
scribed  in  §401.5(b)(2),  the  unit  shall 
be  so  located  and  have  such  status,  or 
the  administrator  of  such  unit  shall  be 
the  executive  officer  of  such  State  agency. 

In  evaluating  the  comparability  of  the 
organizational  level  and  the  organiza¬ 
tional  status  of  the  unit,  the  Admin¬ 
istrator  will  give  consideration  to  such 
factors  as  the  directness  of  the  report¬ 
ing  line  from  the  administrator  of  the 
organizational  unit  for  vocational  re¬ 
habilitation  to  the  chief  officer  of  the 
designated  State  agency;  the  title,  status 
and  grade  of  the  administrator  of  the 
organizational  unit  for  vocational  re¬ 
habilitation  as  compared  with  those  of 
the  heads  of  other  organizational  units 
of  the  State  agency;  the  extent  to  which 
the  administrator  of  the  organizational 
unit  for  vocational  rehabilitation  can  de¬ 
termine  the  scope  and  policies  of  the  vo¬ 
cational  rehabilitation  program;  and 
the  kind  and  degree  of  authority  dele¬ 
gated  to  the  administrator  of  the  orga¬ 
nizational  unit  for  the  administration  of 
the  vocational  rehabilitation  program. 
(2)  In  the  case  of  a  State  which  has  not 
designated  a  separate  State  agency  for 
the  blind  as  provided  for  in  §  401.5,  such 
State  may,  if  it  so  desires,  assign  re¬ 
sponsibility  for  the  part  of  the  plan 
under  which  vocational  rehabilitation 
services  are  provided  for  the  blind  to  one 
organizational  unit  of  the  State  agency 
and  assign  responsibility  for  the  rest  of 
the  plan  to  another  organizational  unit 
of  such  agency,  with  the  provision  of 
paragraphs  (b)  and  (c)(1)  of  this  sec¬ 
tion  applying  separately  to  each  of  such 
units. 

§401.7  State  administrator. 

The  State  plan  shall  provide  that  there 
shall  be  a  State  administrator  or  other 
named  official  who  shall  direct  the  State 
agency  specified  in  5  401.5(b)(1)  or  the 
organizational  unit  specified  in  5  401.6 
(b) ,  and  who  shall  be  required  to  devote 
his  full  time  and  efforts  to  the  vocational 
rehabilitation  program,  or  the  voca¬ 
tional  and  other  rehabilitation  of  dis¬ 
abled  individuals,  with  the  following  ex¬ 
ception:  Upon  the  request  of  a  State 
agency,  the  Administrator  may  approve 
arrangements  whereby  the  State  admin¬ 
istrator  is  also  responsible  for  the 
direction  of  other  programs  primarily 
concerned  with  handicapped  persons,  if 
he  finds  in  view  of  all  the  circumstances 
in  the  particular  case  that  such  arrange¬ 
ments  will  not  impair  the  effective  ad¬ 
ministration  of  the  State  plan. 

§401.8  Local  administration. 

The  State  plan  may  provide  for  ad¬ 
ministration  of  the  plan  through  a  sole 
local  rehabilitation  agency  of  a  political 
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subdivision  of  the  State,  under  the 
supervision  of  the  State  agency  and  in 
compliance  with  statewide  standards 
established  by  the  State  agency  (except 
to  the  extent  that  there  is  a  waiver  of 
statewideness,  §  401.10).  If  the  plan  pro¬ 
vides  for  local  administration,  the  local 
rehabilitation  agency  shall  be  responsible 
for  the  administration  of  all  aspects  of 
the  program  within  the  political  sub¬ 
division  which  it  serves:  Provided,  how¬ 
ever,  that  a  separate  local  rehabilitation 
agency  serving  the  blind  may  administer 
that  part  of  the  plan  relating  to  the 
rehabilitation  of  the  blind,  under  the 
supervision  of  the  State  agency  for  the 
blind.  If  the  State  plan  provides  for  the 
administration  of  the  program  by  local 
rehabilitation  agencies,  the  State  plan 
shall  set  forth  the  standards  governing 
their  organization  and  methods  of  ad¬ 
ministration  and  shall  describe  the 
nature  and  extent  of  the  supervision 
exercised  by  the  State  agency  in  order 
to  assure  observance  in  the  application 
of  State  standards  and  the  effective 
achievement  of  the  objectives  of  the 
State  plan  throughout  the  State  except 
to  the  extent  that  the  requirement  for 
statewideness  is  waived  in  accordance 
with  §  401.10. 

§  401.9  Shared  funding  and  administra¬ 
tion  of  joint  projects. 

If  the  State  plan  so  provides,  the  State 
agency  may  request  the  Administrator 
to  authorize  the  State  agency  to  share 
funding  and  administrative  responsi¬ 
bility  for  an  identifiable  joint  project 
with  another  agency  or  agencies  of  the 
State  in  order  to  provide  services  to 
handicapped  individuals.  The  Adminis¬ 
trator  will  approve  a  request  for  a  joint 
project  which  it  has  been  determined  will 
more  effectively  accomplish  the  purposes 
of  the  act.  Upon  approval  of  a  request, 
the  Administrator  may  waive  the  sole 
State  agency  provision  of  1 401.5(a) 
(except  in  cases  of  cooperative  programs 
utilizing  third-party  funds  for  voca¬ 
tional  rehabilitation  services  under 
§  401.11)  and  the  provision  of  §  401.2(a) 
that  the  State  plan  be  in  effect  in  all 
political  subdivisions  of  the  State.  The 
State  plan  shall  further  provide  that 
each  joint  project  shall  be  based  on  a 
written  agreement  which:  (a)  Describes 
the  nature  and  scope  of  the  joint  project, 
the  services  to  be  provided  to  handi¬ 
capped  individuals,  and  the  respective 
roles  of  each  participating  agency  both 
in  the  provision  of  services  and  in  the 
administration  of  such  services,  and  in 
the  share  of  the  costs  to  be  assumed  by 
each;  (b)  specifies  the  initial  term  of  the 
project  and  plans  for  anticipated  con¬ 
tinuation;  (c)  provides  a  budget  showing 
for  each  fiscal  year  the  financial  par¬ 
ticipation  by  the  State  agency  and  each 
participating  agency;  (d)  provides 
written  assurance  that  funds  will  be 
legally  available  for  purposes  of  the  joint 
project;  (e)  provides  that  the  State 
agency  shall  annually  evaluate  the 
effectiveness  of  each  project  with  special 
attention  to  its  vocational  rehabilitation 
objectives;  and  (f)  assures  that  the  State 
agency  and  each  participating  agency 
will  furnish  such  information  and  reports 


as  the  Administrator  may  from  time  to 
time  require  to  determine  whether  the 
activities  are  achieving  the  purposes  of 
the  project  and  warrant  continuation. 

§  401.10  W  aiver  of  Stalewideness. 

If  the  State  agency  desires  to  carry 
out  activities  in  one  or  more  political 
subdivisions  through  local  financing  to 
promote  the  vocational  rehabilitation  of 
substantially  larger  numbers  of  handi¬ 
capped  individuals  or  the  vocational  re¬ 
habilitation  of  individuals  with  par¬ 
ticular  types  of  disabilities,  the  State 
plan  shall  (a)  describe  the  types  of 
activities  which  will  be  carried  out  for 
these  purposes;  <b>  provide  that  the 
State  agency  will  obtain  a  full  written 
description  of  any  such  activity  to  be 
carried  out  in  a  particular  political  sub¬ 
division  and  will  obtain  written  assur¬ 
ance  from  the  political  subdivision  that 
the  non-Federal  share  of  funds  is  avail¬ 
able  to  the  State  agency ;  (c)  provide  that 
the  State  agency  will  require  that  its 
approval  be  given  to  each  individual  pro¬ 
posal  before  the  proposal  is  put  into 
effect  in  a  political  subdivision;  (d) 
provide  that  the  State  agency  will  fur¬ 
nish  such  information  and  reports  as  the 
Administrator  may  from  time  to  time 
require  to  ascertain  whether  the  activi¬ 
ties  are  within  the  purposes  of  this  sec¬ 
tion;  (e)  provide  that  the  State  agency 
will  have  sole  responsibility  for  ad¬ 
ministration  (or  supervision  if  the  voca¬ 
tional  rehabilitation  program  is  ad¬ 
ministered  by  local  rehabilitation  agen¬ 
cies)  of  the  program  in  the  particular 
local  political  subdivision  in  accordance 
with  §  401.5,  except  to  the  extent  that 
the  sole  State  agency  provision  has  been 
waived  with  respect  to  a  joint  project 
(§401.9);  and  (f)  provide  that  all  re¬ 
quirements  of  the  State  plan  shall  apply 
to  such  activities,  except  the  requirement 
that  the  program  shall  be  in  effect  in  all 
political  subdivisions  of  the  State,  and 
except  that  the  provision  of  §  401.82  may 
be  applicable  for  Federal  financial  par¬ 
ticipation  in  expenditures  for  carrying 
out  such  activities. 

§  401.11  Cooperative  programs  utilizing 
third-party  funds  for  vocational  re- 
‘  hahilitation  services. 

(a)  The  State  plan  shall  provide  that 
when  the  State’s  share  of  the  cost  of  a 
cooperative  program  is  made  available 
in  whole  or  in  part  by  a  State  or  local 
public  agency  other  than  the  State  voca¬ 
tional  rehabilitation  agency,  such  co¬ 
operative  program  shall  be  based  on  a 
written  agreement  which  (1)  describes 
the  activities  to  be  undertaken;  (2)  pro¬ 
vides  for  an  annual  budget;  (3)  provides 
that  expenditures  for  vocational  re¬ 
habilitation  services  and  administration 
for  which  Federal  financial  participation 
is  claimed  will  be  under  the  control  and 
at  the  discretion  of  the  State  agency; 
(4)  provides  that  only  individuals  in 
need  of  evaluation  to  determine  eligi¬ 
bility  or  handicapped  individuals  who 
have  either  been  certified  as  eligible  pur¬ 
suant  to  §  401.30(b)  or  have  been  de¬ 
termined  to  be  in  need  of  extended 
evaluation  to  determine  eligibility  shall 
be  served  by  the  cooperative  program; 


(5)  provides  for  periodic  evaluation  of 
the  cooperative  program;  and  (6)  pro¬ 
vides  that  the  State  agency  and  the 
cooperating  agency  will  furnish  such 
other  information  and  reports  as  the 
Administrator  may  require. 

(b)  The  State  plan  shall  assure  that 
services  provided  in  such  a  cooperative 
program  are  vocational  rehabilitation 
services  (1)  which  are  not  services  to 
which  the  handicapped  individual  would 
be  entitled  if  he  were  not  an  applicant 
or  client  of  the  State  agency  and  (2) 
which  represent  new  services  or  new 
patterns  of  services  of  the  cooperating 
agency. 

§  401.12  Standards  of  personnel  admin¬ 
istration. 

(a)  The  State  plan  shall  set  forth  the 
State  agency’s  standards  of  personnel 
administration  applicable  to  its  own  em¬ 
ployees  and  those  of  local  rehabilitation 
agencies  operating  under  its  supervision. 
The  State  plan  shall  specify  that  rates 
of  compensation  and  minimum  qualifi¬ 
cations  will  be  established  for  each  class 
of  position  which  are  commensurate 
with  the  duties  and  responsibilities  of 
that  class;  and  shall  set  forth  the  poli¬ 
cies  of  the  State  agency  with  respect  to 
the  selection,  appointment,  promotion, 
career  development,  and  tenure  of  quali¬ 
fied  personnel,  including  its  policies 
against  discrimination  on  the  basis  of 
sex,  race,  creed,  color,  or  national  origin. 

(b)  The  State  plan  shall  provide  for 
the  maintenance  of  such  written  per¬ 
sonnel  policies,  records,  and  other  in¬ 
formation  as  are  necessary  to  permit  an 
evaluation  of  the  operations  of  the  sys¬ 
tem  of  personnel  administration  in  rela¬ 
tion  to  the  standards  of  the  State 
agency. 

(c)  Where  personnel  administration 
is  conducted  under  a  State  merit  sys¬ 
tem  approved  by  the  Department  of 
Health,  Education,  and  Welfare  (or  a 
constituent  unit  thereof)  as  meeting  the 
“Standards  for  a  Merit  System  of  Per¬ 
sonnel  Administration,”  Part  70  of  this 
title,  the  State  plan  may  make  reference 
to  such  fact,  and  the  information  re¬ 
quired  above  with  respect  to  “Standards 
of  personnel  administration”  need  not  be 
submitted,  except  that  the  responsibility 
for  the  appointment  of  personnel  shall 
be  described. 

(d)  The  Administrator  shall  exercise 
no  authority  with  respect  to  the  selec¬ 
tion,  method  of  selection,  tenure  of  office, 
or  compensation  of  any  individual  em¬ 
ployed  in  accordance  with  the  provisions 
of  the  approved  State  plan. 

§  401.13  Medical  consultation. 

The  State  plan  shall  provide  for  and 
describe  the  arrangements  made  to 
secure  adequate  medical  consultation 
and  to  assure  the  availability  of  medical 
consultative  services  of  high  quality  on 
all  medical  aspects  of  the  vocational  re¬ 
habilitation  program,  as  needed  in  all 
State,  district,  or  local  offices  of  the 
agency. 

§  401.14  State  agency  facility  staff. 

The  State  plan  shall  provide  for  ade¬ 
quate  staff  to  carry  out  the  functions  of 
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the  State  agency  pertaining  to  rehabili¬ 
tation  facilities  in  such  areas  as:  (a) 
The  setting  of  standards  for  rehabilita¬ 
tion  facilities  utilized  in  providing  serv¬ 
ices  to  handicapped  individuals  under 
the  State  plan  and,  where  appropriate, 
to  disadvantaged  individuals  under  the 
State  evaluation  and  work  adjustment 
plan  under  Part  402  of  this  chapter; 
(b)  the  effective  utilization  of  existing 
rehabilitation  facilities  in  the  rehabilita¬ 
tion  process;  (c)  the  establishment  and 
construction  of  rehabilitation  facilities 
under  §§  401.58  and  401.59;  (d)  the  co¬ 
ordination  between  the  State  agency 
and  the  State  agency  or  agencies  admin¬ 
istering  the  programs  pursuant  to  any 
other  act  concerned  with  the  develop¬ 
ment,  establishment,  or  construction  of 
rehabilitation  facilities,  in  order  to  pre¬ 
vent  duplication  of  the  rehabilitation 
facility  effort  and  impairment  of  the 
State  vocational  rehabilitation  program; 
(e)  the  functions  of  the  State  agency  in 
the  administration  of  grants  and  serv¬ 
ices  for  rehabilitation  facilities  under 
this  part  and  under  Part  404  of  this 
chapter;  (f)  the  updating  and  main¬ 
tenance  of  the  State  rehabilitation  facil¬ 
ities  plan;  and  (g)  other  activities  under 
the  State  plan  involving  rehabilitation 
facilities. 

§  401.15  State  agency  program  planning 
staff. 

(a)  The  State  plan  shall  provide  for 
adequate  staff  with  appropriate  qualifi¬ 
cations  to  carry  out  continuing  state¬ 
wide  studies  of  the  needs  of  handicapped 
individuals  within  the  State  and  the 
means  by  which  these  needs  may  be  most 
effectively  met.  Such  staff  shall  be  re¬ 
sponsible  for  studies,  which  may  include 
but  are  not  limited  to:  (1)  A  continu¬ 
ing  identification  of  those  disabled  per¬ 
sons  who  need  and  can  benefit  from  vo¬ 
cational  rehabilitation  services;  (2)  the 
review,  updating,  and  implementation 
of  statewide  planning  studies  for  voca¬ 
tional  rehabilitation  services  and  of  re¬ 
lated  planning  studies  within  the  State; 
(3)  an  evaluation  of  the  adequacy  of  ex¬ 
isting  rehabilitation  program  resources 
and  the  identification  of  those  resources 
necessary  for  meeting  future  rehabilita¬ 
tion  needs;  (4)  planning  studies  and  ac¬ 
tivities  necessary  for  the  development 
and  improvement  of  the  State  voca¬ 
tional  rehabilitation  program;  and  (5) 
such  other  studies  as  are  necessary  to  en¬ 
sure  the  orderly  development  of  reha¬ 
bilitation  services  and  resources.  Plan¬ 
ning  studies  for  rehabilitation  services 
shall  be  coordinated,  to  the  maximum 
extent  possible,  with  related  planning 
activities  being  conducted  on  a  statewide, 
regional  or  other  basis  under  the  act  or 
other  authority.  In  States  in  which  there 
is  a  separate  agency  for  the  blind,  co¬ 
ordinated  or  joint  planning  studies  shall 
be  conducted. 

(b)  Advisory  committees,  represent¬ 
ing  labor,  management,  medical  and 
health  related  organizations  and  insti¬ 
tutions,  the  disabled,  public  and  volun¬ 
tary  agencies  and  civic  groups,  shall  be 
utilized  by  the  State  agency  program 
planning  staff,  insofar  as  practicable,  in 
the  conduct  of  statewide  planning 
studies,  and  no  less  than  one-third  of  the 


membership  of  such  advisory  commit' 
tees  shall  be  disabled  persons. 

§  401.16  Staff  development. 

The  State  plan  shall  provide  for  a  pro¬ 
gram  of  staff  development  in  order  to 
improve  the  operation  of  the  State  voca¬ 
tional  rehabilitation  program  and  to 
promote  the  provision  of  a  high  quality 
of  vocational  rehabilitation  services  to 
increasing  numbers  of  handicapped  in¬ 
dividuals.  The  State  plan  shall  describe 
the  scope  of  the  training  program  which 
shall  include  as  a  minimum:  (a)  A  sys¬ 
tematic  approach  to  the  determination 
of  training  needs,  periodic  reassessment 
of  these  needs  and  a  system  for  evaluat¬ 
ing  the  effectiveness  of  the  training  ac¬ 
tivities  provided;  (b)  an  orientation  pro¬ 
gram  for  new  staff;  and  (c)  a  plan  for 
continuing  training  opportunities  and 
career  development  for  all  classes  of 
positions  held  under  expert  leadership  at 
suitable  intervals.  If  the  staff  develop¬ 
ment  program  includes  leaves  of  absence 
for  institutional  or  other  organized  train¬ 
ing  such  as  full-time  study,  released  time, 
or  work-study  or  worker-in-training 
programs,  the  State  plan  shall  specify 
the  policies  governing  the  granting  of 
such  leave.  The  State  plan  shall  provide 
for  adequate  staff  to  direct  the  staff  de¬ 
velopment  program. 

§  401.17  Political  activity. 

The  State  plan  shall  prohibit  any  em¬ 
ployee  engaged  in  the  day-to-day  ad¬ 
ministration  and  operation  of  the  pro¬ 
gram  from  engaging  in  any  political  ac¬ 
tivity  prohibited  by  the  Hatch  Act  (5 
U.S.C.  Chapter  15  and  with  regard  to 
the  District  of  Columbia,  5  U.S.C.  Chap¬ 
ter  73).  Any  employee  shall  have  the 
right  to  express  his  views  as  a  citizen 
and  to  cast  his  vote. 

§401.18  Fiscal  administration. 

The  State  plan  shall  set  forth  the  poli¬ 
cies  and  methods  pertinent  to  the  fiscal 
administration  and  control  of  the  voca¬ 
tional  rehabilitation  program,  including 
sources  of  funds,  incurrence  and  pay¬ 
ment  of  obligations,  disbursements,  ac¬ 
counting,  and  auditing.  The  State  plan 
shall  provide  for  the  maintenance  by  the 
State  agency  (or,  where  applicable,  by 
the  local  rehabilitation  agency)  of  such 
accounts  and  supporting  documents  as 
will  serve  to  permit  an  accurate  and  ex¬ 
peditious  determination  to  be  made  at 
any  time  of  the  status  of  the  Federal 
grants,  including  the  disposition  of  all 
moneys  received  and  the  nature  and 
amount  of  all  charges  claimed  against 
such  grants. 

§  401.19  Custody  of  funds. 

The  State  plan  shall  designate  the 
State  official  who  will  receive  and  pro¬ 
vide  for  the  custody  of  all  funds  paid  to 
the  State  under  the  act,  subject  to  requi¬ 
sition  or  disbursement  by  the  State 
agency. 

§  401.20  Reports. 

(a)  The  State  plan  shall  provide  that 
the  State  agency  will  make  such  reports 
In  such  form  and  containing  such  infor¬ 
mation  as  the  Administrator  may  rea¬ 
sonably  require,  and  will  comply  with 


such  provisions  as  he  may  find  necessary 
to  assure  the  correctness  and  verification 
of  such  reports.  This  provision  applies  to 
reports  in  all  areas  of  program  operation 
and  administration  and  to  various 
methods  of  reporting,  including  written 
and  oral  reports,  and  inspection  and  re¬ 
view  of  fiscal,  statistical,  casework,  and 
other  records  and  operations. 

(b)  From  time  to  time  the  Social  and 
Rehabilitation  Service  reviews,  with  the 
States’  cooperation,  administrative,  fis¬ 
cal,  and  program  methods  and  practices 
and  makes  suggestions  for  the  improve¬ 
ment  of  such  methods  and  practices. 

§  401.21  Cooperation  with  other 
agencies. 

(a)  The  State  plan  shall  provide  that 
the  State  agency  will  establish  and  main¬ 
tain  cooperative  working  relationships 
with  the  Bureau  of  Employees’  Compen¬ 
sation  of  the  Department  of  Labor,  the 
Social  Security  Administration  of  the 
Department  of  Health,  Education,  and 
Welfare,  the  State  agencies  responsible 
for  the  programs  of  public  assistance  and 
workmen’s  compensation  and  the  sys¬ 
tem  of  public  employment  offices.  The 
basis  for  the  cooperative  working  ar¬ 
rangement  with  the  system  of  public 
employment  offices  shall  be  a  written 
agreement  which  shall  provide,  among 
other  tilings,  for  reciprocal  referral  serv¬ 
ices,  exchange  of  reports  of  service, 
joint  service  programs,  continuous  liaison 
and  maximum  utilization  of  the  job 
placement  and  employment  counseling 
services  and  other  services  and  facilities 
of  the  public  employment  offices. 

(b)  The  State  plan  shall  further  pro¬ 
vide  that  the  State  agency  will  establish 
and  maintain  working  relationships  with 
other  public  and  private  agencies  and 
institutions,  such  as  crippled  children’s 
agencies,  Veterans  Administration  facili¬ 
ties,  hospitals,  health  and  mental  health 
departments,  State  and  Federal  agencies 
administering  wage  and  hour  laws  ap¬ 
plicable  to  handicapped  individuals, 
State  and  other  agencies  administering 
special  education,  vocational  education, 
economic  opportunity  and  manpower  de¬ 
velopment  and  training  programs,  the 
State  Selective  Service  System  and  vol¬ 
untary  social  and  health  agencies  fur¬ 
nishing  services  relating  to  vocational 
rehabilitation,  so  as  to  assure  maximum 
utilization  on  a  coordinated  basis  of  the 
services  which  all  agencies  in  the  State 
have  to  offer  for  the  vocational  rehabili¬ 
tation  of  handicapped  individuals. 

(c)  Where  there  is  a  separate  State 
agency  for  the  blind,  the  State  plan  shall 
also  provide  that  the  two  State  agencies 
will  establish  reciprocal  referral  services, 
utilize  each  other’s  services  and  facilities 
to  the  extent  practicable  and  feasible, 
jointly  plan  activities  which  will  improve 
services  to  handicapped  individuals  in  the 
State,  and  otherwise  cooperate  in  the 
interest  of  providing  more  effective 
services. 

§  401.22  Nondiscrimination  in  employ¬ 
ment  under  construction  contracts. 

The  State  plan  shall  provide  that  the 
State  agency  will  incorporate,  or  cause 
to  be  incorporated,  into  construction 
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contracts  (including  construction  con¬ 
tracts  related  to  the  establishment  or 
construction  of  rehabilitation  facilities) 
paid  for  in  whole  or  in  part  with  funds 
obtained  from  the  Federal  Government 
under  the  vocational  rehabilitation  pro¬ 
gram,  such  provisions  on  nondiscrimi¬ 
nation  in  employment  as  are  required  by 
and  pursuant  to  Executive  Order  No. 
11246,  and  will  otherwise  comply  with 
requirements  prescribed  by  and  pursuant 
to  such  order. 

§  401.23  Funds  made  available  lo  pri¬ 
vate  nonprofit  agencies  for  establish¬ 
ment  or  construction  of  rehabilita¬ 
tion  facilities. 

The  State  plan  shall  provide  that 
funds  made  available  to  a  private  non¬ 
profit  agency  for  the  establishment  or 
construction  of  a  rehabilitation  facility 
(see  §§  401.58,  401.59)  shall  be  expended 
by  that  agency  in  accordance  with  proce¬ 
dures  and  standards  equivalent  to  those 
applicable  to  the  State  agency  in  making 
direct  expenditures  for  similar  purposes. 

State  Plan  Content  :  Casework 
Practice 

§  401.30  Eligibility. 

(a)  General  provisions.  (1)  The  State 
plan  shall  describe  the  policies  and  meth¬ 
ods  which  the  State  agency  will  follow  in 
determining  eligibility  for  vocational  re¬ 
habilitation  services  in  each  case.  Insofar 
as  applicable,  the  provision  relating  to 
“Case  study  and  diagnosis”  (§  401.32) 
shall  apply  in  the  determination  of 
eligibility. 

(2)  The  State  plan  shall  provide  that 
eligibility  requirements  will  be  applied 
by  the  State  agency  or  local  rehabilita¬ 
tion  agency  without  regard  to  sex,  race, 
creed,  color,  or  national  origin  of  the 
individual.  The  State  plan  shall  further 
provide  that  no  group  of  individuals  shall 
be  excluded  or  found  ineligible  solely  on 
the  basis  of  their  type  of  disability.  In 
addition,  the  State  plan  shall  specify 
that  no  upper  or  lower  age  limit  will  be 
established  which  will,  in  and  of  itself, 
result  in  a  finding  of  ineligibility  for  any 
handicapped  individual  who  otherwise 
meets  the  three  basic  eligibility  require¬ 
ments  specified  in  paragraph  (b)  of  this 
section. 

(3)  Effective  no  later  than  July  1, 
1969,  the  State  plan  shall  specify  that 
no  residence  requirement,  durational  or 
other,  will  be  imposed  which  excludes 
from  services  under  the  plan  any  indi¬ 
vidual  who  is  in  the  State :  Provided  how¬ 
ever,  That  the  State  plan  may  provide 
for  the  exclusion  of  nonresidents  who 
are  in  the  State  for  the  sole  purpose  of 
becoming  clients  of  the  State  vocational 
rehabilitation  agency. 

(b)  Basic  conditions.  The  State  plan 
shall  provide  that  eligibility  for  voca¬ 
tional  rehabilitation  services  (§401. l(z) 

(1) )  shall  be  based  upon:  (1)  The  pres¬ 
ence  of  a  physical  or  mental  disability; 

(2)  the  existence  of  a  substantial  handi¬ 
cap  to  employment;  and  (3)  a  reasonable 
expectation  that  vocational  rehabilita¬ 
tion  services  may  render  the  individual 
fit  to  engage  in  a  gainful  occupation. 

(c)  Certification  of  eligibility.  (1)  The 
State  plan  shall  provide  that,  prior  to  or 


simultaneously  with  acceptance  of  the 
handicapped  individual  for  vocational 
rehabilitation  services,  there  will  be  a 
certification  that  the  individual  has 
met  the  three  basic  eligibility  require¬ 
ments  specified  in  paragraph  (b)  of  this 
section.  (See  §  401.31(d)  for  certification 
of  acceptability  for  extended  evaluation 
to  determine  rehabilitation  potential.) 
The  State  plan  shall  further  provide  that 
the  certified  statement  of  eligibility  will 
be  dated  and  signed  by  an  appropriate 
agency  staff  member  to  whom  such  re¬ 
sponsibility  has  been  assigned 

(2)  The  State  plan  shall  provide  that 
a  certification  will  be  similarly  executed 
for  each  case  determined  to  be  ineligible 
for  vocational  rehabilitation  services,  in¬ 
cluding  those  who  have  been  found  in¬ 
eligible  under  this  section  and  §  401.31.  In 
such  cases  the  State  agency  shall  notify 
the  individual  of  the  action  taken. 

§  101.31  Extended  evaluation  to  deter¬ 
mine  rehabilitation  potential. 

(a »  General  provisions.  The  State  plan 
shall  describe  the  policies  and  methods 
which  the  State  agency  will  follow  in  es¬ 
tablishing  the  need  for  an  extended 
evaluation  in  order  to  determine  the  re¬ 
habilitation  potential.  Insofar  as  appli¬ 
cable,  the  provisions  relating  to  “Case 
study  and  diagnosis”  (§  401.32)  shall  ap¬ 
ply  in  determining  acceptability  for  ex¬ 
tended  evaluation  of  handicapped  in¬ 
dividuals. 

(b)  Basic  conditions.  The  State  plan 
shall  provide  that  the  furnishing  of  vo¬ 
cational  rehabilitation  services  under  ex¬ 
tended  evaluation  to  determine  reha¬ 
bilitation  potential  shall  be  based  upon: 

( 1 )  The  presence  of  a  physical  or  mental 
disability;  (2)  the  existence  of  a  substan¬ 
tial  handicap  to  employment;  and  (3) 
inability  to  make  a  determination  as  to 
the  third  condition  of  eligibility  under 
§  401.30(b)  without  an  extended  evalua¬ 
tion,  including  the  provision  of  vocational 
rehabilitation  services. 

(c)  Duration.  Necessary  vocational  re¬ 
habilitation  services,  as  specified  in  para¬ 
graph  (e)  of  this  section,  may  be  pro¬ 
vided  during  a  period  not  in  excess  of  18 
months  in  the  case  of  a  handicapped  in¬ 
dividual  whose  disability  is  (1)  mental 
retardation,  (2)  deafness,  (3)  blindness, 
(4>  paraplegia,  quadriplegia,  and  other 
spinal  cord  injuries  or  diseases,  (5) 
heart  disease,  (6)  cancer,  (7)  stroke,  (8) 
epilepsy,  (9)  mental  illness,  (10)  cerebral 
palsy,  (11)  brain  damage,  (12)  arthritis, 
(13)  muscular  dystrophy,  (14)  cystic 
fibrosis,  or  (15)  renal  failure,  and  not  in 
excess  of  6  months  in  the  case  of  an  in¬ 
dividual  with  any  other  disability. 

(d)  Certification.  The  State  plan  shall 
provide  that,  prior  to  or  simultaneously 
with  acceptance  of  an  individual  for 
vocational  rehabilitation  services  for  the 
purpose  of  extended  evaluation  to  deter¬ 
mine  rehabilitation  potential,  there  will 
be  a  certification  that  the  individual  has 
met  the  three  requirements  in  paragraph 
(b)  of  this  section.  The  State  plan  shall 
further  provide  that  the  certified  state¬ 
ment  will  be  dated  and  signed  by  an  ap¬ 
propriate  agency  staff  member  to  whom 
such  responsibility  has  been  assigned. 


(e)  Scope  of  services.  The  State  plan 
shall  provide  that  any  or  all  of  the  fol¬ 
lowing  vocational  rehabilitation  services 
shall  be  provided  if  necessary  to  deter¬ 
mine  the  rehabilitation  potential  of  the 
individual:  (1)  Evaluation,  including 
diagnostic  and  related  services;  (2) 
counseling  and  guidance;  (3)  physical 
restoration  services  (without  the  need 
for  a  determination  that  the  physical  or 
mental  condition  is  stable  or  slowly  pro¬ 
gressive;  (4)  training,  including  personal 
and  vocational  adjustment;  (5)  books 
and  training  materials  (including  tools) ; 
(6)  maintenance;  (7)  transportation; 
(8)  reader  services  for  the  blind ;  (9)  in¬ 
terpreter  services  for  the  deaf;  (10) 
services  to  members  of  the  individual's 
family  when  such  services  will  con¬ 
tribute  substantially  to  the  determina¬ 
tion  of  the  rehabilitation  potential  of  the 
handicapped  individual;  and  (11)  other 
goods  and  services  which  are  necessary 
to  determine  the  rehabilitation  potential 
of  a  handicapped  individual. 

(f)  Other  conditions.  (1)  Federal  fi¬ 
nancial  participation  will  be  available  in 
expenditures  for  vocational  rehabilita¬ 
tion  services,  authorized  after  the  expira¬ 
tion  of  the  6-  or  18-month  period,  which¬ 
ever  is  applicable  in  the  individual  case, 
only  if  a  certification  of  eligibility  has 
been  executed  by  the  appropriate  State 
agency  staff  member  to  whom  such  re¬ 
sponsibility  has  been  assigned,  certify¬ 
ing  that  the  individual  has  met  the  three 
basic  conditions  of  eligibility  specified  in 
§  401.30(b). 

(2)  The  6-  or  18-month  period  shall 
begin  with  the  date  of  the  certification 
required  in  paragraph  (d)  of  this 
section. 

(3)  Only  one  6-  or  18-month  period 
for  determination  of  the  rehabilitation 
potential  shall  be  permitted  during  the 
period  that  the  case  is  open.  However, 
if  a  case  has  been  closed  a  subsequent 
determination  of  the  rehabilitation  po¬ 
tential  may  be  carried  out  provided  that 
the  conditions  in  paragraph  (b)  of  this 
section  are  met. 

(g)  Termination.  (1)  The  State  plan 
shall  provide  that  at  any  time  prior  to  the 
expiration  of  the  6-  or  18-month  period, 
the  extended  evaluation  for  the  deter¬ 
mination  of  the  rehabilitation  potential 
shall  be  terminated  and  the  individual 
found  eligible  for  vocational  rehabilita¬ 
tion  services  under  §  401.30  if  and  when 
there  is  a  reasonable  expectation  that  he 
can  be  rendered  fit  to  engage  in  a  gain¬ 
ful  occupation. 

(2)  The  determination  of  the  rehabili¬ 
tation  potential  shall  also  be  terminated 
before  the  expiration  of  the  6-  or  18- 
month  period  and  the  individual  found 
ineligible  for  any  other  vocational  re¬ 
habilitation  services  at  any  time  it  is 
determined  that  there  is  no  reasonable 
likelihood  that  he  can  be  rendered  fit  to 
engage  in  a  gainful  occupation. 

(h)  Review.  The  State  plan  shall  pro¬ 
vide  for  frequent  review  of  the  individ¬ 
ual’s  progress  during  the  6-  or  18 -month 
period  including  periodic  reports  from 
the  institution,  facility,  or  person  pro¬ 
viding  the  service. 
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§  401.32  Case  study  and  diagnosis. 

(a)  The  State  plan  shall  provide  that, 
prior  to  and  as  a  basis  for  formulating 
the  vocational  rehabilitation  plan  for  any 
individual  certified  as  eligible  under 
§  401.30,  there  will  be  a  thorough  diag¬ 
nostic  study,  which  will  consist  of  a  com¬ 
prehensive  evaluation  of  pertinent 
medical,  psychological,  vocational,  edu¬ 
cational,  cultural,  social,  and  environ¬ 
mental  factors  in  the  case.  The  State 
plan  shall  provide  that  in  each  case  the 
diagnostic  study  shall  be  adequate  to 
provide  the  basis  for  (1)  establishing  that 
a  physical  or  mental  disability  is  present; 
(2'  appraising  the  current  general 
health  status  of  the  individual;  (3)  de¬ 
termining  how  and  to  what  extent  the 
disabling  conditions  may  be  expected  to 
be  removed,  corrected,  or  minimized  by 
physical  restoration  services;  and  (4) 
selecting  an  employment  objective  com¬ 
mensurate  with  the  individual’s  interests, 
capacities  and  limitations. 

<b)  The  State  plan  shall  provide  that 
the  diagnostic  study  will  include,  in  all 
cases  to  the  degree  needed,  an  evaluation 
of  the  individual’s  personality,  intelli¬ 
gence  level,  educational  achievements, 
work  experience,  vocational  aptitudes 
and  interests,  personal  and  social  adjust¬ 
ment,  employment  opportunities,  and 
other  pertinent  data  helpful  in  determin¬ 
ing  the  nature  and  scope  of  services  to  be 
provided  for  accomplishing  the  individ¬ 
ual’s  vocational  rehabilitation  objective. 

(c)  The  State  plan  shall  further  pro¬ 
vide  that  the  medical  diagnostic  study 
shall  include  (1)  a  complete  general 
medical  examination,  providing  an  ap¬ 
praisal  of  the  current  medical  status 
of  the  individual;  (2)  examinations 
by  specialists  in  all  medical  specialty 
fields,  as  needed,  including  a  psychi¬ 
atric  evaluation  in  all  cases  of  mental 
illness  (except  as  provided  in  para¬ 
graph  (e)  of  this  section) ;  and  (3) 
such  clinical  laboratory  tests,  X-rays, 
and  other  indicated  studies  as  are 
necessary,  in  addition  to  subpara¬ 
graphs  (1)  and  (2)  of  this  paragraph,  to 
establish  the  diagnosis,  to  determine  the 
extent  to  which  the  disability  limits  (or 
is  likely  to  limit)  the  individual’s  daily 
living  and  work  activities,  and  to  esti¬ 
mate  the  probable  results  of  physical 
restoration  services. 

(d)  The  State  plan  shall,  in  addition, 
set  forth  the  specifications  established  by 
the  agency  for  the  content  of  the  diag¬ 
nostic  study  outlined  in  paragraph  (c) 
of  this  section,  including  (1)  the  sub¬ 
ject  matter  to  be  covered  and  the  mini¬ 
mum  diagnostic  procedures  to  be 
employed  routinely  in  the  general 
medical  examination;  (2)  the  required 
recency  of  such  examination,  and  the 
conditions  under  which  a  medical  ab¬ 
stract  will  be  accepted  in  lieu  of  a  new 
examination;  and  (3)  the  conditions 
under  which  examinations  by  specialists 
will  be  required. 

(e)  The  State  plan  shall  provide  that 

(1)  in  all  cases  of  mental  retardation  a 
psychological  evaluation  will  be  obtained 
which  will  include  a  valid  test  of  intel¬ 
ligence  and  an  assessment  of  social 
functioning  and  educational  progress 


and  achievement;  (2)  in  all  cases  of 
behavioral  disorders  a  psychiatric  or 
psychological  evaluation  will  be  obtained, 
as  appropriate;  and  (3)  in  all  cases  of 
blindness  an  adequate  hearing  evalua¬ 
tion  will  be  obtained.  The  State  plan 
shall  also  set  forth  the  specifications 
established  by  the  State  agency  for  the 
content  of  the  evaluations  described  in 
subparagraphs  (1)  and  (2)  of  this 
paragraph. 

(f)  The  State  plan  shall  further  pro¬ 
vide  that,  prior  to,  and  as  a  basis  for  the 
extended  evaluation  plan  (§  401.33), 
sufficient  case  study  and  diagnosis  in  ac¬ 
cordance  with  the  foregoing  paragraphs 
of  this  section,  insofar  as  applicable,  will 
be  completed  to  establish  (1)  the  pres¬ 
ence  of  a  physical  or  mental  disability, 
(2)  a  substantial  handicap  to  employ¬ 
ment,  and  (3)  the  services  to  be  provided 
during  the  extended  evaluation  period. 

§  401.33  Extended  evaluation  plan. 

(a)  The  State  plan  shall  provide  that 
an  extended  evaluation  plan  to  deter¬ 
mine  rehabilitation  potential  will  be  for¬ 
mulated  for  each  individual  to  whom 
services  will  be  provided  after  certifica¬ 
tion  under  §  401.31.  This  individual  plan 
shall  (1)  be  based  on  data  secured  in  the 
preliminary  diagnostic  study;  (2)  indi¬ 
cate  the  nature  of  the  vocational  re¬ 
habilitation  services  necessary  to  deter¬ 
mine  the  rehabilitation  potential  of  the 
individual  and  the  arrangements  for 
providing  (or  otherwise  securing)  such 
necessary  services;  and  (3)  be  formulated 
with  the  assistance  of  appropriate  agency 
consultants  when  necessary  and  with  the 
client’s  participation. 

(b)  The  State  plan  shall  provide  that 
the  State  agency  shall  terminate  or  re¬ 
vise  the  extended  evaluation  plan  for  an 
individual  when  it  becomes  evident  that 

(1)  there  is  no  reasonable  likelihood  that 
a  vocational  rehabilitation  objective  can 
be  achieved;  (2)  his  needs  have  changed; 
or  (3)  there  is  a  reasonable  expectation 
that  the  provision  of  vocational  rehabili¬ 
tation  services  may  render  him  fit  to 
engage  in  a  gainful  occupation. 

§  401.34  Vocational  rehabilitation  plan 
for  the  individual. 

(a)  The  State  plan  shall  provide  that 
an  individual  plan  of  vocational  rehabili¬ 
tation  will  be  formulated  for  each  client 
to  whom  services  will  be  provided  after 
eligibility  has  been  established.  The  in¬ 
dividual  plan  shall  (1)  be  based  upon 
data  secured  in  the  diagnostic  study  and, 
if  provided,  the  extended  evaluation; 

(2)  specify  the  vocational  rehabilitation 
objective  (or  tentative  objective  where 
the  ultimate  objective  cannot  be  deter¬ 
mined  at  that  time) ,  the  services  neces¬ 
sary  to  accomplish  the  client’s  vocational 
rehabilitation  (including  services  to 
family  members  when  such  services  will 
contribute  substantially  to  the  rehabilita¬ 
tion  of  the  handicapped  individual)  and 
the  arrangements  for  providing  (or 
otherwise  securing)  such  necessary  serv¬ 
ices;  and  (3)  be  formulated  with  the 
assistance  of  appropriate  agency  con¬ 
sultants  when  necessary  and  with  the 
client’s  participation. 


(b)  The  State  plan  shall  provide  that 
the  vocational  rehabilitation  plan  shall 
specify  that  all  necessary  services  will 
be  carried  to  completion  insofar  as  pos¬ 
sible.  The  State  plan  shall  further  pro¬ 
vide  that  the  State  agency  may  terminate 
or  revise  the  plan  for  any  client  when  it 
becomes  evident  that  his  vocational  re¬ 
habilitation  cannot  be  achieved,  that 
services  cannot  be  completed,  or  that  the 
client’s  needs  have  changed. 

§  401.33  Processing  referrals  ami  appli¬ 
cations. 

The  State  plan  shall  describe  the 
methods  to  be  followed  in  handling  re¬ 
ferrals  and  applications  for  vocational 
rehabilitation  services. 

§  401.36  Order  of  selection  for  services. 

The  State  plan  shall  set  forth  the  cri¬ 
teria  to  be  used  in  selecting  handicapped 
individuals  for  services  when  services 
cannot  be  provided  to  all  persons  who 
apply.  Such  criteria  shall  be  designed  to 
achieve  the  objectives  of  the  vocational 
rehabilitation  program  to  the  fullest  ex¬ 
tent  possible  within  the  limitations  of 
available  resources. 

§  401.37  Participation  by  handicapped 
individuals  in  the  costs  of  vocational 
rehabilitation  services. 

(a)  Financial  need.  (1)  There  is  no 
Federal  requirement  that  the  financial 
need  of  a  handicapped  individual  be  con¬ 
sidered  in  the  provision  of  any  vocational 
rehabilitation  services. 

(2)  If  the  State  elects  to  consider  the 
financial  need  of  handicapped  individu¬ 
als  for  purposes  of  determining  the  ex¬ 
tent  of  their  respective  participation  in 
the  costs  of  vocational  rehabilitation 
services,  the  State  plan  shall  set  forth 
the  State  agency’s  policies  with  respect  to 
the  determination  of  financial  need,  and 
shall  specify  the  types  of  vocational  re¬ 
habilitation  services  for  which  the 
agency  has  established  an  economic 
needs  test.  The  policies  so  established 
shall  be  reasonable  and  shall  be  applied 
uniformly  so  that  equitable  treatment  is 
accorded  all  handicapped  individuals  in 
similar  circumstances. 

(3)  The  State  plan  shall  provide  that 
no  economic  needs  test  will  be  applied 
as  a  condition  for  furnishing  the  follow¬ 
ing  vocational  rehabilitation  services : 
(i)  Evaluation,  including  diagnostic  and 
related  services;  (ii)  counseling  and 
guidance;  and  (iii)  placement. 

(b)  Consideration  of  similar  benefits. 
(1)  The  State  plan  shall  provide  that, 
in  all  cases,  the  State  agency  will  give 
full  consideration  to  any  similar  benefit 
available  to  a  handicapped  individual  by 
way  of  pension,  compensation,  insurance, 
or  other  such  benefits  to  meet,  in  whole 
or  in  part,  the  cost  of  any  vocational  re¬ 
habilitation  services  provided  to  such  a 
handicapped  individual,  except  the  fol¬ 
lowing:  (1)  Evaluation,  including  diag¬ 
nostic  and  related  services;  (ii)  counsel¬ 
ing  and  guidance;  (iii)  placement;  (iv) 
followup  services;  (v)  training  and 
training  materials;  (vi)  reader  services 
for  the  blind;  (vii)  interpreter  services 
for  the  deaf;  and  (viii)  recruitment  and 
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training  services  to  provide  new  employ¬ 
ment  opportunities. 

(2)  Benefits  available  to  a  handi¬ 
capped  individual  may  include,  but  are 
not  limited  to  (1)  hospital  and  physi¬ 
cians’  services  plans;  (ii)  workmen’s 
compensation,  veterans’  benefits,  old  age, 
survivors’  and  disability  insurance  bene¬ 
fits,  and  unemployment  compensation; 

(3)  The  State  plan  shall  provide  that 
when,  and  to  the  extent  that,  an  indi¬ 
vidual  is  eligible  for  such  benefits,  such 
benefits  will  be  utilized  insofar  as  they 
are  adequate,  timely,  and  do  not  inter¬ 
fere  with  achieving  the  rehabilitation 
objective  of  the  individual. 

§  401.38  Administrative  review  of  agency 
action,  and  fair  hearings. 

(a)  The  State  plan  shall  provide  that 
an  applicant  for  or  recipient  of  voca¬ 
tional  rehabilitation  services  under  the 
State  plan  who  is  dissatisfied  with  any 
action  with  regard  to  the  furnishing 
or  denial  of  such  services  may  file  a  re¬ 
quest  for  an  administrative  review  and 
redetermination  of  that  action  to  be 
made  by  a  member  or  members  of  the 
supervisory  staff  of  the  State  or  local 
agency.  The  State  plan  shall  further 
provide  that  when  the  individual  is  dis¬ 
satisfied  with  the  finding  of  this  admin¬ 
istrative  review  he  shall  be  granted  an 
opportunity  for  a  fair  hearing  before 
the  State  administrator  or  his  designee. 

(b)  Each  applicant  for  or  recipient  of 
vocational  rehabilitation  services  shall 
be  informed  of  the  opportunity  available 
to  him  under  paragraph  (a)  of  this 
section. 

§  401.39  Confidential  information. 

(a)  The  State  plan  shall  provide  that 
the  State  agency  will  adopt  such  regu¬ 
lations  as  are  necessary  to  assure  that: 

(1)  All  information  as  to  personal 
facts  given  or  made  available  to  the  State 
or  local  rehabilitation  agency,  its  repre¬ 
sentatives,  or  its  employees,  in  the 
course  of  the  administration  of  the  voca¬ 
tional  rehabilitation  program,  including 
lists  of  names  and  addresses  and  rec¬ 
ords  of  agency  evaluation,  shall  be  held 
to  be  confidential. 

(2)  The  use  of  such  information  and 
records  shall  be  limited  to  purposes  di¬ 
rectly  connected  with  the  administra¬ 
tion  of  the  vocational  rehabilitation 
program  and  may  not  be  disclosed,  di¬ 
rectly  or  indirectly,  other  than  in  the 
administration  thereof,  unless  the  con¬ 
sent  of  the  client  to  such  release  has 
been  obtained  either  expressly  or  by 
necessary  implication.  Release  of  infor¬ 
mation  to  employers  in  connection  with 
the  placement  of  the  client  may  be  con¬ 
sidered  as  release  of  information  in  con¬ 
nection  with  the  administration  of  the 
vocational  rehabilitation  program.  Such 
information  may,  however,  be  released 
to  welfare  agencies  or  programs  from 
which  the  client  has  requested  certain 
services  under  circumstances  from  which 
his  consent  may  be  presumed,  provided 
such  agencies  have  adopted  regulations 
which  will  assure  that  the  information 
will  be  held  confidential,  and  can  assure 
that  the  information  will  be  used  only  for 


the  purposes  for  which  it  is  provided. 
Such  information  will  be  released  to  an 
organization  or  individual  engaged  in  re¬ 
search  only  for  purposes  directly  con¬ 
nected  with  the  administration  of  the 
State  vocational  rehabilitation  program 
(including  research  for  the  development 
of  new  knowledge  or  techniques  which 
would  be  useful  in  the  administration  of 
the  program)  and  only  if  the  organiza¬ 
tion  or  individual  furnishes  satisfactory 
assurance  that  the  information  will  be 
used  only  for  the  purpose  for  which  it  is 
provided;  that  it  will  not  be  released  to 
persons  not  connected  with  the  study 
under  consideration;  and  that  the  final 
product  of  the  research  will  not  reveal 
any  information  that  may  serve  to 
identify  any  person  about  whom  infor¬ 
mation  has  been  obtained  through  the 
State  agency,  without  written  consent 
of  such  person  and  the  State  agency. 

(3)  All  such  information  is  the  prop¬ 
erty  of  the  State  agency  or  of  the  State 
and  local  rehabilitation  agency,  and  may 
be  used  only  in  accordance  with  the 
agency’s  regulations. 

(b)  The  State  plan  shall  further  pro¬ 
vide  that  the  State  agency  will  adopt  such 
procedures  and  standards  as  are  neces¬ 
sary  to  (1)  give  effect  to  its  regulations; 
(2)  assure  that  all  rehabilitation  clients 
and  interested  persons  will  be  informed 
as  to  the  confidentiality  of  vocational  re¬ 
habilitation  information;  (3)  assure  the 
adoption  of  such  office  practices  and  the 
availability  of  such  office  facilities  and 
equipment  as  will  assure  the  adequate 
protection  of  the  confidentiality  of  such 
records.  • 

§  401.40  Recording  of  case  data. 

The  State  plan  shall  provide  that  the 
State  agency  will  maintain  a  record  for 
each  case  wrhich  will  contain  pertinent 
information  about  the  individual  and  the 
services  provided.  The  case  record  shall 
include  the  following  items  to  the  extent 
pertinent:  (a)  Data  supporting  the  de¬ 
termination  of  eligibility  or  ineligibility; 
(b)  data  supporting  the  decision  to  pro¬ 
vide  extended  evaluation  services  to  de¬ 
termine  the  rehabilitation  potential  for 
those  individuals  for  whom  the  third 
condition  of  eligibility  cannot  be  deter¬ 
mined  immediately,  the  extended  evalua¬ 
tion  plan,  and  progress  reports  on  the 
extended  evaluation;  (c)  data  relating 
to  client  participation  in  the  cost  of 
services  if  the  State  elects  to  condition 
the  provision  of  any  services  on  the 
financial  need  of  the  client;  (d)  data 
relating  to  the  eligibility  of  the  individual 
for  similar  benefits  by  way  of  pension, 
compensation,  insurance  or  other  such 
benefits;  (e)  data  supporting  the  clinical 
status  of  the  client’s  disabling  condition 
as  stable  or  slowly  progressive  in  the 
event  that  the  physical  restoration 
services  are  provided  after  the  estab¬ 
lishment  of  the  three  basic  conditions 
of  eligibility;  (f)  data  supporting  the 
decision  to  provide  services  to  fam¬ 
ily  members;  (g)  a  vocational  reha¬ 
bilitation  plan,  setting  forth  the  voca¬ 
tional  rehabilitation  objective  of  the  in¬ 
dividual,  the  services  needed  for  his  vo¬ 
cational  rehabilitation  (including  serv¬ 


ices  to  family  members)  as  determined 
through  the  case  study  and  extended 
evaluation,  if  provided,  and  the  way  in 
which  such  services  will  be  provided;  (h) 
the  reason  and  justification  for  closing 
the  case,  including  the  employment 
status  of  the  client,  and,  if  the  case  is 
closed  as  employed,  the  basis  on  which 
the  employment  was  determined  to  be 
suitable;  and  (i)  data  supporting  the 
provision  of  followup  services  after 
case  closure  to  assist  the  individual  to 
maintain  his  employment. 

State  Plan  Content:  Services 
§  401.41  Scope  of  agency  program. 

(a)  The  State  plan  shall  as  a  mini¬ 
mum  provide  that  evaluation,  including 
diagnostic  and  related  services,  counsel¬ 
ing,  and  guidance,  training  (including 
personal  and  vocational  adjustment 
training),  maintenance,  physical  resto¬ 
ration,  placement,  and  followup  services 
will  be  provided  under  the  plan. 

(b)  The  State  plan  shall  describe  all 
the  services  to  be  provided,  the  general 
scope  of  agency  activities  to  be  under¬ 
taken,  and  the  categories  of  expenditures 
in  which  the  State  agency  will  request 
Federal  financial  participation. 

§  401.42  Standards  for  facilities  and 
personnel. 

The  State  plan  shall  provide  that  the 
State  agency  will  establish  and  main¬ 
tain  standards  for  the  various  types  of 
facilities  and  personnel  utilized  in  pro¬ 
viding  services  to  handicaped  individ¬ 
uals,  and  shall  describe  the  general  con¬ 
tent  of  such  standards  and  the  bases  on 
which  they  were  developed.  The  State 
plan  shall  also  set  forth  the  methods 
to  be  employed  for  maintaining  such 
standards  in  accessible  form  for  agency 
personnel. 

§  401.43  Rates  of  payment. 

The  State  plan  shall  provide  for  the 
establishment  of  rates  of  payment  for 
diagnostic  services,  training,  physical 
restoration,  or  other  services  purchased 
for  clients,  describe  the  policies  used  in 
arriving  at  such  rates,  and  provide  that 
the  State  agency  will  maintain  in  acces¬ 
sible  form  information  justifying  such 
rates  of  payment.  The  State  plan  shall 
further  provide  that  individual  or  other 
vendors  providing  any  services  author¬ 
ized  by  the  State  agency  to  a  handi¬ 
capped  individual  or  members  of  his 
family  shall  agree  not  to  make  any 
charge  to  or  accept  any  payment  from 
the  individual  or  his  family  for  such 
services  unless  the  amount  of  such 
charge  or  payment  is  previously  known 
to  and,  where  applicable,  approved  by 
the  State  agency. 

§  401.44  Evaluation,  including  diagnos¬ 
tic  and  related  services. 

The  State  plan  shall  provide  for  eval¬ 
uation,  including  diagnostic  and  related 
services  incidental  to  the  determination 
of  eligibility  for  vocational  rehabilita¬ 
tion  services  and  the  nature  and  scope 
of  services  to  be  provided.  The  State 
plan  shall  also  describe  the  diagnostic 
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and  related  services  to  be  provided  for 
this  purpose. 

§  401.45  Counseling  and  guidance. 

The  State  plan  shall  set  forth  the 
standards  and  policies  established  for 
maintaining  a  counseling  relationship 
throughout  a  handicapped  individual’s 
program  of  services  which  will  assure 
(a>  adequate  counseling  services  to  the 
individual  in  connection  with  his  voca¬ 
tional  potentialities  and  the  health,  per¬ 
sonal  and  social  problems  related  to  his 
vocational  adjustment;  and  (b)  neces¬ 
sary  guidance  for  him  to  develop  an  un¬ 
derstanding  of  his  capacities  and  limita¬ 
tion,  in  selecting  a  suitable  occupational 
goal,  and  in  using  appropriately  the 
medical  services,  training,  and  other  re¬ 
habilitation  services  needed  to  achieve 
the  best  possible  vocational  adjustment. 
The  State  plan  shall  also  provide  for 
the  securing  of  reports  from  agencies, 
institutions  and  individuals  providing 
vocational  rehabilitation  services  and  for 
other  methods  of  evaluating  the  progress 
in  each  case  which  will  aid  the  counselor 
in  his  contacts  with  the  handicapped 
individual. 

§  401.46  Physical  restoration  services. 

(a)  The  State  plan  shall  set  forth  poli¬ 
cies  that  the  State  agency  will  follow 
in  furnishing  physical  restoration  serv¬ 
ices  to  handicapped  individuals  to  the  ex¬ 
tent  necessary  to  determine  their  reha¬ 
bilitation  potential  or  achieve  their  voca¬ 
tional  rehabilitation.  The  State  plan  shall 
further  specify  that,  with  respect  to  those 
cases  for  which  the  State  agency  wishes 
Federal  financial  participation  in  ex¬ 
penditures  for  physical  restoration  serv¬ 
ices  to  handicapped  individuals,  the  fol¬ 
lowing  additional  criteria  are  met  in 
each  case:  (1)  Physical  restoration  serv¬ 
ices  may  be  expected  to  eliminate  or  sub¬ 
stantially  reduce  the  handicapping  con¬ 
dition  within  a  reasonable  period  of 
time;  and  (2)  the  clinical  status  of  the 
individual’s  condition  is  stable  or  slowly 
progressive,  except  when  physical  resto¬ 
ration  services  are  provided  under  an 
extended  evaluation  plan  in  order  to  de¬ 
termine  the  rehabilitation  potential  of 
a  handicapped  individual. 

(b)  The  State  plan  shall  further  spec¬ 
ify  that  eye  glasses  and  visual  services 
may  be  prescribed  and  may  be  provided 
by  either  a  physician  skilled  in  diseases 
of  the  eye  or  by  an  optometrist,  as  au¬ 
thorized  under  State  law. 

§  401.47  Training. 

The  State  plan  shall  set  forth  the  poli¬ 
cies  that  the  State  agency  will  follow  in 
furnishing  training  to  handicapped  indi¬ 
viduals  to  the  extent  necessary  to  achieve 
their  vocational  rehabilitation.  Such 
training  includes  vocational,  prevoca- 
tional,  personal  adjustment  training,  and 
other  rehabilitation  training  which  con¬ 
tributes  to  the  individual’s  vocational  ad¬ 
justment;  it  covers  training  provided  di¬ 
rectly  by  the  State  agency  or  procured 
from  other  public  or  private  training  fa¬ 
cilities.  The  State  plan  shall  also  include 
the  State  agency’s  policies  with  respect 
to  the  provision  of  tools  and  training  ma¬ 
terials  including  books. 


§401.48  Maintenance. 

The  State  plan  shall  specify  the  pol¬ 
icies  established  for  provision  of  mainte¬ 
nance  and  shall  provide  that  mainte¬ 
nance  will  be  furnished  only  in  order 
to  enable  an  individual  to  derive  the 
full  benefit  of  other  vocational  rehabili¬ 
tation  services  being  provided.  As 
needed  in  the  individual  case,  mainte¬ 
nance  may  be  provided  at  any  time  in 
connection  with  vocational  rehabilita¬ 
tion  services  from  the  date  of  initiation 
of  such  services,  including  diagnostic 
services,  to  a  reasonable  period  follow¬ 
ing  placement. 

§  401.49  Placement. 

The  State  plan  shall  provide  that  the 
State  agency  will  assume  responsibility 
for  placement  of  individuals  accepted 
for  service.  The  State  plan  shall  set  forth 
the  standards  established  for  determin¬ 
ing  if  the  client  is  suitably  employed  and 
for  such  followup  services  as  are  neces¬ 
sary,  prior  to  case  closure,  for  assuring 
that  the  vocational  rehabilitation  objec¬ 
tive  of  the  client  has  been  achieved. 

§  401. SO  Followup  services. 

The  State  plan  shall  provide  for  fol¬ 
lowup  services  after  placement  and  case 
closure  to  assist  former  clients  in  need 
of  such  services  to  maintain  themselves 
in  employment.  The  State  plan  shall  (a) 
specify  the  criteria  to  be  used  in  select¬ 
ing  individuals  to  receive  followup  serv¬ 
ices;  (b)  specify  the  nature  and  scope 
of  followup  services  to  be  provided;  and 

(c)  state  whether  they  will  be  provided 
directly,  by  contract,  or  otherwise. 

§  401.51  Transportation. 

The  State  plan  shall  set  forth  the 
policies  with  respect  to  furnishing  trans¬ 
portation  incidental  to  provision  of  eval¬ 
uation  or  other  vocational  rehabilitation 
services  under  the  State  plan.  Trans¬ 
portation  means  the  necessary  travel  and 
related  costs  in  connection  with  trans¬ 
porting  handicapped  individuals  and, 
where  necessary,  members  of  their 
family,  for  the  purpose  of  providing 
evaluation  or  other  vocational  rehabilita¬ 
tion  services  under  the  State  plan.  Trans¬ 
portation  includes  costs  of  travel  and 
subsistence  during  travel  (or  per  diem 
allowances  in  lieu  of  subsistence)  for 
handicapped  individuals  and  their  at¬ 
tendants  or  escorts,  where  such  assist¬ 
ance  is  needed.  Transportation  may  in¬ 
clude  the  cost  of  relocation  and  moving 
expenses  necessary  for  the  achievement 
of  a  vocational  rehabilitation  objective. 

§  401.52  Special  services  for  the  blind 
and  deaf. 

The  State  plan  shall  set  forth  the 
policies  that  the  State  agency  will  follow 
in  providing  reader  services  for  the  blind 
and  interpreter  services  for  the  deaf. 

§  401.53  Services  to  family  members. 

The  State  plan  shall  set  forth  the 
policies  of  the  State  agency  in  furnishing 
services  to  family  members  of  the  handi¬ 
capped  individual.  The  State  plan  shall 
provide  that  such  services  may  include 
only  those  services  which  may  be  ex¬ 


pected  to  contribute  substantially  to  the 
determination  of  the  rehabilitation  po¬ 
tential  or  the  rehabilitation  of  the  hand¬ 
icapped  individual. 

§  401.54  Recruitment  and  training  serv¬ 
ices  for  new  employment  opportuni¬ 
ties. 

The  State  plan  shall  set  forth  the 
policies  that  the  State  agency  will  follow 
in  furnishing  (directly  or  by  contract) 
recruitment  and  training  services  to  pro¬ 
vide  eligible  individuals  or  groups  there¬ 
of  with  new  employment  opportunities 
in  the  fields  of  rehabilitation,  health,  wel¬ 
fare,  public  safety,  law  enforcement  and 
other  appropriate  service  employment. 

§  401.55  Tools,  equipment,  initial  stocks 
and  supplies,  occupational  licenses. 

The  State  plan  shall  describe  the 
policies  governing  the  provision  of  tools, 
equipment,  initial  stocks  (including  live¬ 
stock)  and  supplies;  and  equipment,  ini¬ 
tial  stocks  and  supplies  for  vending 
stands.  The  State  plan  shall  further  de¬ 
scribe  the  conditions  governing  the  pro¬ 
vision  of  occupational  licenses. 

§  401.56  Other  goods  and  services. 

(a)  The  State  plan  shall  set  forth  the 
policies  that  the  State  agency  will  follow 
in  providing  other  goods  and  services 
necessary  to  render  a  handicapped  in¬ 
dividual  fit  to  engage  in  a  gainful  occupa¬ 
tion  or  to  determine  his  rehabilitation 
potential. 

(b)  The  State  plan  may  provide  that 
the  agency  will  furnish  short  periods  of 
medical  care  for  acute  conditions  arising 
in  the  course  of  vocational  rehabilita¬ 
tion,  which,  if  not  cared  for,  would  con¬ 
stitute  a  hazard  to  the  achievement  of 
the  vocational  rehabilitation  objective, 
or  the  completion  of  the  extended  evalu¬ 
ation  to  determine  rehabilitation 
potential. 

§  401.57  Small  business  enterprises  for 
the  severely  handicapped. 

(a)  The  State  plan  may  provide  for 
management  services  and  supervision 
provided  to  small  business  enterprises 
(including  vending  stands)  operated  by 
the  severely  handicapped,  and  may  also 
provide  for  establishing  such  small  busi¬ 
ness  enterprises.  If  the  State  plan  so  pro¬ 
vides,  it  shall,  to  the  extent  pertinent, 
(1)  describe  the  types  of  small  business 
enterprises  to  be  established  under  the 
program;  (2)  describe  the  policies  gov¬ 
erning  the  acquisition  of  vending  stands 
or  other  equipment  and  initial  stocks 
(including  livestock)  and  supplies  for 
such  businesses;  (3)  describe  the  policies 
governing  the  management  and  super¬ 
vision  of  the  program;  (4)  describe  how 
management  and  supervision  will  be  ac¬ 
complished  either  by  the  State  agency, 
or  by  some  other  organization  as  the 
nominee  of  such  agency,  subject  to  its 
control,  and  (5)  provide  that  only  those 
persons  defined  as  severely  handicapped 
in  the  State  plan  will  be  selected  to  par¬ 
ticipate  in  this  supervised  program. 

(b)  If  the  State  plan  provides  for 
management  services  and  supervision  for 
small  business  enterprises,  and  if  the 
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State  agency  elects  to  set-aside  funds 
from  the  proceeds  of  the  operation  of 
such  enterprises,  the  State  plan  shall 
describe  the  methods  used  in  setting 
aside  such  funds,  and  the  purposes  for 
which  such  funds  are  set-aside.  Such 
funds  may  be  used  only  for  small  busi¬ 
ness  enterprise  program  purposes  and 
any  benefits  for  operators  must  be  pro¬ 
vided  on  an  equitable  basis. 

§  401.58  Establishment  of  rehabilitation 
facilities.. 

The  State  plan  may  provide  for  the 
establishment  of  public  or  other  non¬ 
profit  rehabilitation  facilities.  If  the 
State  plan  so  provides,  it  shall : 

(a)  Provide  that  the  State  agency  will 
determine  that  needs  for  individual  re¬ 
habilitation  facilities  exist  prior  to  their 
establishment  and  that  such  establish¬ 
ment  is  consistent  with  the  State  reha¬ 
bilitation  facilities  plan: 

(b)  Set  forth  the  standards  and  cri¬ 
teria  applicable  to  such  rehabilitation 
facilities  with  respect  to  physical  plant, 
equipment,  personnel,  administration 
and  management,  safety  and  other  per¬ 
tinent  conditions  and  insofar  as  re¬ 
habilitation  facilities  which  are  or  which 
include  workshops  are  concerned,  shall 
also  set  forth  criteria  and  standards  ap¬ 
plicable  with  respect  to  health  condi¬ 
tions,  wages,  hours,  working  conditions, 
workmen’s  compensation  or  liability  in¬ 
surance,  and  other  pertinent  conditions. 
In  setting  forth  such  standards  and  cri¬ 
teria,  the  State  plan  may  incorporate, 
insofar  as  applicable,  those  standards 
and  criteria  developed  by  the  Admin¬ 
istrator  with  the  advice  of  the  National 
Policy  and  Performance  Council,  the 
regulations  of  the  Secretary  of  Labor  re¬ 
lating  to  safety  standards  for  rehabilita¬ 
tion  facilities,  and  the  standards  for  the 
design,  construction,  and  alteration  of 
buildings  issued  by  the  Administrator  of 
General  Services  or  the  Secretary  of 
Housing  and  Urban  Development  pursu¬ 
ant  to  the  act  approved  August  12,  1968 
(Public  Law  90-480)  and  prior  to  the 
issuance  of  these  standards,  the  “Ameri¬ 
can  Standard  Specifications  for  Making 
Buildings  and  Facilities  Accessible  to, 
and  Usable  by,  the  Physically  Handi¬ 
capped,”  No.  A117.1,  1961,  as  modified 
from  time  to  time. 

(c)  Provide  that  the  primary  purpose 
of  the  establishment  of  any  rehabilita¬ 
tion  facility  is  to  provide  vocational  re¬ 
habilitation  services  or  gainful  employ¬ 
ment  to  handicapped  individuals,  or  to 
provide  evaluation  and  work  adjustment 
services  to  disadvantaged  individuals 
under  Part  402  of  this  chapter ; 

(d)  Provide  that,  in  cases  where  ini¬ 
tial  staffing  assistance  is  provided,  such 
assistance  will  be  available  only  for  per¬ 
sonnel  who  are  engaged  in  new  or  ex¬ 
panded  program  activities  of  the  re¬ 
habilitation  facility:  and 

(e)  Provide  that  reports  concerning 
the  establishment  of  rehabilitation  facil¬ 
ities  shall  be  submitted  in  such  form 
and  shall  contain  such  information  as 
the  Administrator  may  require. 


§  401.59  Construction  of  rehabilitation 
facilities. 

(a)  General  provisions.  The  State  plan 
may  provide  for  the  construction  of  pub¬ 
lic  or  other  nonprofit  rehabilitation  fa¬ 
cilities.  If  the  State  plan  so  provides,  it 
shall:  (1)  Provide  that  the  State  agency 
will  determine  that  needs  for  individual 
rehabilitation  facilities  exist  prior  to 
their  construction  and  that  such  con¬ 
struction  is  consistent  with  the  State  re¬ 
habilitation  facilities  plan;  (2)  set  forth 
the  standards  and  criteria  applicable  to 
such  rehabilitation  facilities  with  respect 
to  physical  plant,  equipment,  personnel, 
administration  and  management,  safety, 
and  other  pertinent  conditions  and  in¬ 
sofar  as  rehabilitation  facilities  which 
are  or  which  include  workshops  are  con¬ 
cerned,  shall  also  set  forth  criteria  and 
standards  applicable  with  respect  to 
health  conditions,  wages,  hours,  working 
conditions,  workmen’s  compensation  or 
liability  insurance,  and  other  pertinent 
conditions.  In  setting  forth  such  stand¬ 
ards  and  criteria,  the  State  plan  may 
incorporate,  insofar  as  applicable,  those 
standards  and  criteria  developed  by  the 
Administrator  with  the  advice  of  the 
National  Policy  and  Performance  Coun¬ 
cil,  the  regulations  of  the  Secretary  of 
Labor  relating  to  safety  standards  for 
rehabilitation  facilities,  and  the  stand¬ 
ards  for  the  design,  construction,  and 
alteration  of  buildings  issued  by  the  Ad¬ 
ministrator  of  General  Services  or  the 
Secretary  of  Housing  and  Urban  Devel¬ 
opment  pursuant  to  the  act  approved 
August  12,  1968  (Public  Law  90-480), 
and  prior  to  the  issuance  of  these  stand¬ 
ards,  the  “American  Standard  Specifica¬ 
tions  for  Making  Buildings  and  Fa¬ 
cilities  Accessible  to,  and  Usable  by,  the 
Physically  Handicapped,”  No.  A  117.1, 
1961,  as  modified  from  time  to  time;  (3) 
provide  that  the  primary  purpose  of  the 
construction  of  any  rehabilitation  facil¬ 
ity  is  to  provide  vocational  rehabilitation 
services  or  gainful  employment  to  han¬ 
dicapped  individuals,  or  to  provide  eval¬ 
uation  and  work  adjustment  services  to 
disadvantaged  individuals  under  Part  402 
of  this  chapter:  (4)  provide  that,  in 
cases  where  initial  staffing  assistance  is 
provided,  such  assistance  will  be  avail¬ 
able  only  for  personnel  who  are  engaged 
in  either  new  or  expanded  program  ac¬ 
tivities  of  the  rehabilitation  facility:  (5) 
provide  that  the  total  Federal  financial 
participation  in  the  expenditures  for  the 
construction  of  rehabilitation  facilities 
for  a  fiscal  year  shall  not  exceed  10  per 
centum  of  the  State’s  allotment  for  such 
year  under  section  2  of  the  act;  (6)  pro¬ 
vide  that  the  amount  of  the  State’s  share 
of  expenditures  for  vocational  rehabili¬ 
tation  services  under  the  plan,  other  than 
for  the  construction  of  rehabilitation  fa¬ 
cilities,  shall  be  at  least  equal  to  the 
average  of  its  expenditures  for  such  other 
vocational  rehabilitation  services  for  the 
preceding  three  fiscal  years;  and  (7) 
provide  that  reports  concerning  the  con¬ 
struction  of  rehabilitation  facilities  shall 
be  submitted  in  such  form  and  shall 


contain  such  information  as  the  Admin¬ 
istrator  may  require. 

(b)  Assurances.  The  State  plan  shall 
provide  that  any  proposal,  relating  to  the 
construction  of  a  rehabilitation  facility, 
will  be  accompanied  by  assurances:  (1) 
That  for  a  period  of  time  not  less  than 
20  years  after  completion  of  construction 
of  the  rehabilitation  facility,  it  will  be 
used  as  a  public  or  other  nonprofit  re¬ 
habilitation  facility,  and  that  such  as¬ 
surance  runs  to  the  Federal  Government, 
to  the  extent  of  the  Federal  interest.  (See 
paragraph  (d)  of  this  section) ;  (2)  that 
sufficient  funds  will  be  available  to  meet 
the  non-Federal  share  of  the  cost  of 
construction  of  the  rehabilitation  facility 
in  terms  of  funds  immediately  available, 
placed  in  escrow,  or  acceptably  pledged, 
or  funds  or  fund  sources  specifically  ear¬ 
marked  in  a  sum  sufficient  for  that  pur¬ 
pose,  or  other  assurances  which  are  ac¬ 
ceptable  to  the  State  agency,  or,  in  cases 
where  the  State  agency  is  constructing 
the  rehabilitation  facility  for  its  own  use, 
such  assurances  as  are  acceptable  to  the 
Administrator:  (3)  that  sufficient  funds 
will  be  available  when  construction  of 
the  rehabilitation  facility  is  completed, 
for  its  effective  used  as  a  rehabilitation 
facility,  as  evidenced  by  a  proposed  op¬ 
erating  budget  for  the  2-year  period  im¬ 
mediately  following  completion  of  the 
construction  or  by  such  other  evidence 
acceptable  to  the  State  agency  or,  in 
cases  where  the  State  agency  is  con¬ 
structing  the  rehabilitation  facility  for 
its  own  use,  such  evidence  as  is  accepta¬ 
ble  to  the  Administrator:  (4)  that,  as 
evidenced  in  the  plans  and  specifications 
which  accompany  or  supplement  the 
construction  proposal,  all  rehabilitation 
facilities  will  be  constructed  according  to 
minimum  standards  of  construction  and 
equipment  for  rehabilitation  facilities 
prescribed  by  the  Administrator  for  the 
construction  of  rehabilitation  facilities 
as  provided  for  in  Part  404  of  this  chap¬ 
ter,  and  according  to  regulations  of  the 
Secretary  of  Labor  relating  to  safety 
standards  for  rehabilitation  facilities; 
(5)  that  any  laborer  or  mechanic  em¬ 
ployed  by  any  contractor  or  subcontrac¬ 
tor  in  the  performance  of  work  on  the 
construction  of  the  rehabilitation  facility 
will  be  paid  wages  at  rates  not  less  than 
those  prevailing  on  similar  construction 
in  the  locality  as  determined  by  the  Sec¬ 
retary  of  Labor  in  accordance  with  the 
Davis-Bacon  Act  (40  U.S.C.  276a  et  seq.) 
and  will  receive  compensation  at  a  rate 
not  less  than  one  and  one-half  times  his 
basic  rate  of  pay  for  all  hours  worked 
in  any  workweek  in  excess  of  8  hours  in 
any  calendar  day  or  40  hours  in  the 
workweek  (40  U.S.C.  327-332) ;  and  (6) 
that  the  State  agency  shall  furnish  such 
other  assurances  as  the  Administrator 
may  require  to  insure  that  standards  and 
procedures  for  the  construction  of  re¬ 
habilitation  facilities  under  this  part 
will,  to  the  extent  possible,  be  consistent 
with  standards  and  procedures  for  the 
construction  of  rehabilitation  facilities 
in  Part  404  of  this  chapter; 
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(c)  Procedures.  The  State  plan  shall 
provide  that  the  State  agency  shall  for¬ 
ward  each  proposal  for  the  construction 
of  a  rehabilitation  facility  to  the  Re¬ 
gional  Commissioner  for  review  and  rec¬ 
ommendation  prior  to  approval  of  the 
proposal  by  the  State  agency.  Such  pro¬ 
posals  shall  contain  or  be  accompanied 
by  a  statement  indicating  the  relation¬ 
ship  of  the  proposal  to  the  purposes  and 
priorities  established  in  the  State  re¬ 
habilitation  facilities  plan  and  the  man¬ 
ner  and  extent  to  which  the  proposed 
rehabilitation  facility  will  increase  the 
scope  and  effectiveness  of  rehabilitation 
programs  within  the  State  with  specific 
reference  to  the  program  of  the  State 
agency.  The  Regional  Commissioner 
shall  notify  the  State  agency  in  writing 
of  his  recommendations  on  the  proposal. 
When  proposals  do  not  meet  the  require¬ 
ments  of  this  construction  program,  the 
Regional  Commissioner  shall  consult 
with  the  State  agency  concerning  neces¬ 
sary  revision.  The  Administrator  may 
require  that,  where  appropriate,  a  tech¬ 
nical  assistance  consultation  (see 
§  404.4)  precede  the  construction  of 
rehabilitation  facility; 

(d)  Recovery.  If,  within  20  years  after 
completion  of  any  construction  of  a  Re¬ 
habilitation  facility  under  this  section, 
the  rehabilitation  facility  ceases  to  be 
a  public  or  other  nonprofit  rehabilita¬ 
tion  facility,  the  United  States  shall  be 
entitled  to  recover  from  the  applicant 
or  other  owner  of  the  facility  the  amount 
bearing  the  same  ratio  to  the  then  value 
(as  determined  by  agreement  of  the 
parties  or  by  action  brought  in  the  U.S. 
district  court  for  the  district  in  which 
such  facility  is  situated)  of  the  facility, 
as  the  amount  of  the  Federal  financial 
participation  bore  to  the  total  cost  of 
construction  of  such  facility. 

§401.60  Facilities  and  services  for 
groups  of  handicapped  individuals. 

The  State  plan  shall  set  forth  the  pol¬ 
icies  that  the  State  agency  will  follow 
in  providing  facilities  and  services  which 
may  be  expected  to  contribute  substan¬ 
tially  to  the  rehabilitation  of  a  group  of 
individuals,  but  which  are  not  related 
directly  to  the  rehabilitation  plan  of  any 
one  handicapped  individual.  Facilities 
and  services  of  this  type  may  include, 
but  are  not  limited  to,  the  removal  of  ar¬ 
chitectural  barriers  from  buildings  to  be 
used  for  the  training  or  employment  of 
handicapped  individuals,  the  develop¬ 
ment  or  provision  of  instructional  ma¬ 
terials  or  services  for  a  group  of  handi¬ 
capped  individuals,  or  the  provision  of 
a  special  bus  or  other  vehicle  for 
the  transportation  of  handicapped 
individuals. 

§  401.61  Services  to  civil  employees  of 
the  United  States. 

The  State  plan  shall  provide  that  vo¬ 
cational  rehabilitation  services  will  be 
made  available  to  civil  employees  of  the 
U.S.  Government  who  are  disabled  in 
line  of  duty,  under  the  same  conditions 
as  are  applied  to  other  handicapped 
individuals. 


§  401.62  Authorization  of  services. 

The  State  plan  shall  set  forth  the  State 
agency’s  policies  with  respect  to  authori¬ 
zation  of  services  and  shall  provide  that 
authorization  will  be  made  either  si¬ 
multaneously  with  or  prior  to  the  pur¬ 
chase  of  services,  and  that  a  written  rec¬ 
ord  of  such  authorization  will  be 
retained.  Where  agency  policy  permits 
that  oral  authorization  may  be  made  in 
an  emergency  situation  by  an  employee 
of  the  State  or  local  rehabilitation 
agency,  the  State  plan  shall  provide 
for  documentation  of  such  oral 
authorization  in  the  client’s  case  record. 

Subpart  C — Financing  of  State  Voca¬ 
tional  Rehabilitation  Programs 

Federal  Financial  Participation 
§  401.70  Effect  of  State  rules. 

Subject  to  the  provision  and  limita¬ 
tions  of  the  act  and  this  part,  Federal 
financial  participation  will  be  available 
in  expenditures  made  under  the  State 
plan  (including  the  administration 
thereof)  in  accordance  with  applicable 
State  laws,  rules,  regulations,  and  stand¬ 
ards  governing  expenditures  by  State  and 
local  rehabilitation  agencies. 

§  401.71  Vocational  rehabilitation  serv¬ 
ices  to  individuals. 

(a)  Federal  financial  participation 
will  be  available  in  expenditures  made 
under  the  State  plan  for  providing 
evaluation,  including  diagnostic  and  re¬ 
lated  services,  incidental  to  the  deter¬ 
mination  of  eligibility  for  and  the  nature 
and  scope  of  services  to  be  provided,  in¬ 
cluding  the  determination  of  the  need 
for  an  extended  evaluation  of  rehabilita¬ 
tion  potential. 

(b)  Federal  financial  participation 
will  also  be  available  in  expenditures 
made  under  the  State  plan  for  providing 
the  following  vocational  rehabilitation 
services  to  handicapped  individuals  (see 
§  401.1(D) ; 

(1)  Counseling  and  guidance. 

(2)  Training  services,  including  per¬ 
sonal  and  vocational  adjustment. 

(3)  Books  and  training  materials,  in¬ 
cluding  tools  necessary  for  training. 

(4)  Physical  restoration  services. 

(5)  Maintenance. 

(6)  Transportation. 

(7)  Reader  services  for  the  blind. 

(8)  Interpreter  services  for  the  deaf. 

(9)  Services  to  members  of  the  handi¬ 
capped  individual’s  family  when  such 
services  will  contribute  substantially  to 
the  determination  of  rehabilitation  po¬ 
tential  or  the  rehabilitation  of  the  handi¬ 
capped  individual. 

(10)  Other  goods  and  services  (such 
as  attendant  services)  not  contraindi¬ 
cated  by  the  act  and  this  part,  necessary 
to  determine  the  rehabilitation  poten¬ 
tial  of  a  handicapped  individual  or  to 
render  him  fit  to  engage  in  a  gainful 
occupation.  This  may  include  expendi¬ 
tures  for  short  periods  of  medical  care 
for  acute  conditions  arising  during  the 
course  of  rehabilitation,  which,  if  not 
cared  for,  would  constitute  a  hazard  to 
the  determination  of  the  rehabilitation 


potential  or  to  the  achievement  of  the 
vocational  objective. 

(c)  Federal  financial  participation 
will  also  be  available  in  expenditures  for 
the  following  additional  vocational  re¬ 
habilitation  services  provided  to  indi¬ 
viduals  found  eligible  under  §  401.30(b) : 

(1)  Business  and  occupational  licenses. 

(2)  Tools,  equipment,  and  initial 
stocks  (including  livestock)  and  sup¬ 
plies;  equipment  and  initial  stocks  and 
supplies  for  vending  stands.  “Equip¬ 
ment”  as  used  herein  includes  shelters. 
Shelters  are  only  those  facilities  for  a 
business  undertaking  which  are  cus¬ 
tomarily  furnished  by  the  operator  of  a 
like  undertaking  occupying  premises 
under  a  short-term  lease. 

(3)  Recruitment  and  training  serv¬ 
ices  for  new  employment  opportunities 
in  the  fields  of  rehabilitation,  health, 
welfare,  public  safety,  law  enforce¬ 
ment,  and  other  appropriate  service 
employment. 

(4)  Placement. 

(5)  Followup  services. 

(d)  Federal  financial  participation 
will  not  be  available  in  any  expenditure 
made,  either  directly  or  indirectly,  for 
the  purchase  of  any  land,  or  for  the  pur¬ 
chase  or  erection  of  any  building  for 
any  one  handicapped  individual.  This 
exclusion  with  respect  to  buildings  does 
not  apply  to  shelters  as  described  in 
paragraph  (c)(2)  of  this  section. 

§  401.72  Small  business  enterprises  for 
the  severely  handicapped. 

(a)  Federal  financial  participation 
will  be  available  in  expenditures  made 
under  the  State  plan  for  "the  acquisition 
of  equipment,  and  initial  stocks  (includ¬ 
ing  livestock)  and  supplies  for  small  busi¬ 
ness  enterprises  (including  vending 
stands)  for  the  severely  handicapped 
and  management  services  and  supervi¬ 
sion  provided  to  such  small  business  en¬ 
terprises.  “Equipment”  as  used  herein 
includes  shelters.  Shelters  are  only  those 
facilities  for  a  business  undertaking 
which  are  customarily  furnished  by  the 
operator  of  a  like  undertaking  occupying 
premises  under  a  short-term  lease.  Fed¬ 
eral  financial  participation  will  not  be 
available  in  any  expenditure  for  the  pur¬ 
chase  of  any  land,  nor  for  the  purchase, 
or  erection  of  any  building.  This  exclu¬ 
sion  with  respect  to  buildings  does  not 
apply  to  shelters  as  described  in  the  third 
sentence  of  this  section. 

(b)  Federal  financial  participation  is 
available  for  expenditures  specified  under 
paragraph  (a)  of  this  section,  which  are 
made  from  funds  set-aside  by  the  State 
agency  from  the  proceeds  of  the  opera¬ 
tion  of  small  business  enterprises  for  the 
severely  handicapped  under  its  manage¬ 
ment  and  supervision. 

§  401.73  Establishment  of  rehabilitation 
facilities. 

(a)  Federal  financial  participation  will 
be  available  in  expenditures  made  under 
the  State  plan  for  the  establishment  of 
public  and  other  nonprofit  rehabilitation 
facilities  for  the  following  types  of  ex¬ 
penditures:  (1)  Costs  of  remodeling  and 
alteration  of  existing  buildings;  (2)  costs 
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of  expansion  of  existing  buildings,  except  d 
as  provided  in  paragraph  (b)  of  this  o 
section;  (3)  initial  equipment  of  existing 
buildings;  and  (4)  initial  staffing  of  s 
rehabilitation  facilities. 

(b)  Federal  financial  participation  will  b 
not  be  available  in  any  expenditures  £ 

(1)  for  the  purchase  or  rental  of  any  land  t 
or  buildings  in  connection  with  the  es-  / 
tablishment  of  rehabilitation  facilities;  r 

(2)  for  the  expansion  of  an  existing  t 

building  which  has  not  been  completed  r 
in  all  respects;  (3)  for  the  expansion  of  r 
an  existing  building  to  the  extent  that  t 
the  total  size  of  the  resultant  expanded  e 
building,  determined  in  square  footage  of  £ 
usable  space,  will  be  greater  than  twice  < 
the  size  of  the  original  existing  building;  j 
or  (4)  for  the  expansion  of  an  existing  ( 
building  if  the  method  of  joining  the  i 
expanded  portion  to  the  existing  building  i 
indicates  that,  in  effect,  a  separate  struc-  s 
ture  is  involved.  1 

(c)  The  amount  of  Federal  financial  1 
participation  in  the  establishment  of  a  ( 
rehabilitation  facility,  including  initial 
equipment,  and  initial  staffing  for  a 
period  not  to  exceed  4  years  and  3 
months,  shall  be  75  per  centum  for  the 
fiscal  year  ending  June  30,  1969,  and  80 
per  centum  for  each  subsequent  fiscal  1 
year. 

§  401.74  Construction  of  rehabilitation 
facilities. 

(a)  Federal  financial  participation 
will  be  available  in  expenditures  made 
under  the  State  plan  for  the  construc¬ 
tion  of  public  or  other  nonprofit  re¬ 
habilitation  facilities  for  the  following 
types  of  expenditures:  (1)  Costs  of  con¬ 
struction  of  new  buildings  and  expansion 
of  existing  buildings  when  the  expansion 
is  extensive  enough  to  be  tantamount  to 
new  construction;  (2)  architect’s  fees; 

(3)  acquisition  of  existing  buildings;  (4) 
acquisition  of  land  in  connection  with 
the  construction  or  acquisition  of  a  re¬ 
habilitation  facility;  (5)  site  survey  and 
soil  investigations;  (6)  supervision  and 
inspection  at  the  site;  (7)  initial  equip¬ 
ment  of  such  new,  expanded,  or  newly 
acquired  buildings;  (8)  initial  staffing 
thereof;  and  (9)  such  other  costs  as  are 
appropriate  to  the  construction  project; 
Provided,  however,  that  Federal  financial 
participation  will  not  be  available  for  the 
costs  of  offsite  improvements. 

(b)  The  amount  of  Federal  financial 
participation  in  the  construction  of  a  re¬ 
habilitation  facility,  including  initial 
equipment,  and  initial  staffing  for  a 
period  not  to  exceed  4  years  and  3 
months,  shall  be  equal  to  the  same  per¬ 
centage  as  the  Federal  share  which  would 
be  applicable  in  a  project  in  the  case  of 
a  rehabilitation  facility  (as  defined  in 
section  625(g)  of  the  Public  Health 
Service  Act,  42  U.S.C.  291o(g))  in  the 
same  location. 

§  401.75  Facilities  and  services  for 
groups  of  handicapped  individuals. 

Federal  financial  participation  will  be 
available  in  expenditures  made  under 
a  State  plan  for  the  provision  of  other 
facilities  and  services  which  may  be  ex¬ 
pected  to  contribute  substantially  to  the 
rehabilitation  of  a  group  of  handicapped 
individuals  but  which  are  not  related 


directly  to  the  rehabilitation  plan  of  any  § 
one  handicapped  individual. 

§  401.76  Administration.  ^ 

Federal  financial  participation  will  ^ 
be  available  in  expenditures  under  the  t 
State  plan  for  administration.  Adminis-  a 
tration  includes,  among  other  things: 
Annual  and  long-range  program  plan-  ^ 
ning,  development,  evaluation,  and  con-  j. 
trol;  research;  interpretation  of  the  j. 
program  to  the  public;  personnel  ad-  f 
ministration;  use  of  advisory  commit-  ^ 
tees;  and  staff  development,  including 
educational  leave.  All  expenditures  for  t 
administration  in  which  Federal  finan-  ( 
cial  participation  is  claimed  must  be  sub- 
ject  to  the  administrative  or  supervisory  j 
control  of  the  State  agency,  or,  if  per-  j 
formed  by  some  other  agency  of  the  ( 
State,  must  be  subject  to  such  terms  of  j 
a  cooperative  arrangement  as  will  serve 
to  assure  consistency  with  the  State  . 
agency’s  policies  and  objectives. 

§  401.77  Purchase  of  goods,  facilities, 
or  services  from  other  agencies  of  the 
State. 

(a)  Federal  financial  participation  will 
be  available  in  expenditures  under  the 
State  plan  for  payment  of  the  costs  in¬ 
curred  by  other  agencies  of  the  State  fur¬ 
nishing  goods,  facilities,  or  services  to  the 
State  agency  :  Provided,  That  (1)  such 
payments  are  permissible  under  State 
law;  (2)  such  costs  are  incurred  to  meet 
the  needs  of  the  State  agency,  and  are 
not  costs  attributable  to  the  general  ex¬ 
pense  of  the  State  in  carrying  out  the 
overall  coordinating,  fiscal,  and  adminis¬ 
trative  functions  of  the  State  govern¬ 
ment;  and  (3)  such  costs  are  extra, 
identifiable,  and  readily  ascertainable 
either  by  segregation  or  as  a  pro  rata 
share  of  the  cost  of  such  goods,  facili¬ 
ties,  or  services. 

(b)  Federal  financial  participation 
will  be  available  in  expenditures  under 
the  State  plan  for  payment  of  costs  of 
other  public  agencies  pursuant  to  the 
principles  and  procedures  set  forth  in 
“A  Guide  for  State  and  Local  Govern¬ 
ment  Agencies — Establishing  Cost  Allo¬ 
cation  Plans  and  Indirect  Cost  Rates  for 
Grants  and  Contracts  with  the  Depart¬ 
ment  of  Health,  Education,  and  Wel¬ 
fare,”  January  1969,  implementing 
Bureau  of  the  Budget  Circular  No.  A-87, 
and  subsequent  issuances. 

§  401.78  Insurance  and  taxes. 

Federal  financial  participation  will  be 
l  available  in  expenditures  made  under 
the  State  plan  for  (a)  the  State  or  local 
[  rehabilitation  agency’s  share  of  costs  in 
[  employee  benefit  programs,  such  as  re- 
i  tirement,  group  life  and  hospitalization 
i  insurance;  (b)  workmen’s  compensation; 

;  (c)  burglary,  robbery,  and  fire  insurance, 

if  permitted  by  the  State,  and  reasonably 
necessary  to  protect  funds  in  transit  or 
r  in  the  custody  of  State  or  local  agency 
*  personnel;  (d)  motor  vehicle  liability 
e  costs,  where  the  State  accepts  responsi- 
r  bility  for  such  loss;  and  (e)  Federal, 
r  State,  and  local  taxes,  if  the  State  or 
-  local  rehabilitation  agency  is  legally  ob- 
e  ligated  to  pay  such  taxes,  and  provided 
d  that  all  comparable  agencies  in  the  State 
d  are  uniformly  treated. 


§401 .79  Cost  of  space. 

(a)  Federal  financial  participation 
will  be  available  in  expenditures  made 
under  the  State  plan  for  costs  of  space 
for  State  or  local  rehabilitation  agencies 
that  are  incurred  (1)  for  paying  rent 
and  service  and  maintenance  costs  in 
privately  owned  buildings;  (2)  in  meet¬ 
ing  the  costs  of  service  and  maintenance 
in  lieu  of  rent  in  publicly  owned  build¬ 
ings;  (3)  in  meeting  rental  charges  in 
federally  and  municipally  owned  build¬ 
ings,  where  the  municipality  is  not 
administering  the  vocational  rehabilita¬ 
tion  program  locally;  (4)  in  making  nec¬ 
essary  repairs  and  alterations  to  either 
privately  or  publicly  owned  buildings; 
and  (5)  for  monthly  rental  charges, 
based  on  the  cost  of  initial  construction 
or  purchase  of  State  or  locally  owned 
buildings. 

(b)  All  expense  for  space  must  be 
based  on  an  actual  rental  charge  or  a 
monthly  rental  rate  that  is  a  reasonable 
approximation  of  actual  cost  over  a  long- 
run  period.  Federal  financial  participa¬ 
tion  is  available  only  for  periods  when 
the  State  or  local  agency  occupies  the 
space,  and  where  the  rate  for  any  type 
of  cost  or  combination  does  not  exceed 
comparable  rental  in  the  particular  com¬ 
munity.  Whenever  the  total  charges  for 
service  and  maintenance  in  lieu  of  rent 
in  public  owned  buildings  (paragraph 
(a)  (2)  of  this  section),  or  the  monthly 
rental  charge  based  on  the  cost  of  initial 
construction  or  purchase  of  publicly 
owned  buildings  (paragraph  (a)  (5)  of 
this  section),  exceed  75  per  centum  of 
the  comparable  rental.  Federal  financial 
participation  will  be  available  only 
upon  special  justification  by  the  State 
agency. 

§401.80  State  and  local  funds. 

(a)  In  order  to  receive  the  Federal 
share  of  expenditures  under  the  State 
plan,  expenditures  from  State  or  local 
funds  under  such  plan  equal  to  the 
State’s  share  must  be  made.  Such  funds 
may  not  consist  of  Federal  funds  or  of 
non-Federal  funds  that  are  applied  to 
match  other  Federal  funds,  except  as 
may  be  specifically  authorized  by  Con¬ 
gress.  The  State’s  share  shall  be  the 
difference  between  the  Federal  share 

,  (see  §§  401.86  and  401.135)  and  100  per 
centum. 

(b)  For  the  purposes  of  this  section, 
‘‘State  or  local  funds”  means  (1)  funds 

>  made  available  by  appropriation  directly 
:  to  the  State  or  local  rehabilitation 
l  agency,  funds  made  available  by  allot- 
i  ment  or  transfer  from  a  general  de- 
■  partmental  appropriation,  or  funds 
l  otherwise  made  available  to  the  State  or 
;  local  rehabilitation  agency  by  any  unit 
,  of  State  or  local  government,  including 
7  any  funds,  goods  or  services  made  avail- 
r  able  by  such  unit  for  vocational  reha- 
7  bilitation  activities  under  cooperative 
7  programs  pursuant  to  §  401.11;  (2)  con- 

-  tributions  by  private  organizations  or  in- 
1,  dividuals,  which  are  deposited  in  the  ac- 
r  count  of-  the  State  or  local  rehabilitation 

-  agency  in  accordance  with  State  law,  for 
d  expenditure  by,  and  at  the  sole  discretion 
e  of,  the  State  or  local  rehabilitation 

agency:  Provided,  however,  That  such 
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contributions  earmarked  for  meeting  the 
State’s  share  for  providing  particular 
services,  for  serving  certain  types  of  dis¬ 
abilities,  for  providing  services  for  special 
groups  which  are  identified  on  the  basis 
of  criteria  which  would  be  acceptable 
for  the  earmarking  of  public  funds,  or 
for  carrying  on  types  of  administrative 
activities  so  identified,  may  be  deemed 
to  be  State  funds,  if  permissible  under 
State  law,  except  that  Federal  financial 
participation  will  not  be  available  in  ex¬ 
penditures  that  revert  to  the  donor’s  use 
or  facility;  (3)  funds  set-aside  pursuant 
to  §  401.72(b);  or  (4)  contributions  by 
private  organizations  or  individuals,  de¬ 
posited  in  the  account  of  the  State  or  lo¬ 
cal  rehabilitation  agency  in  accordance 
with  State  law,  which  are  earmarked, 
under  a  condition  imposed  by  the  con¬ 
tributor,  for  meeting  (in  whole  or  in  part) 
the  State’s  share  for  establishing  or  con¬ 
structing  a  particular  rehabilitation  fa¬ 
cility,  if  permissible  under  State  law: 
Provided,  however,  That  such  funds  may 
be  used  to  earn  Federal  funds  only  with 
respect  to  expenditures  for  establishing 
or  constructing  the  particular  rehabilita¬ 
tion  facility  for  which  the  contributions 
are  earmarked:  Provided  further,  That 
such  funds  shall  be  subject  to  any  limita¬ 
tion  that  the  Administrator  may  Impose 
pertaining  to  the  amount  of  Federal 
funds  available  for  paying  the  Federal 
share  of  expenditures  for  such  estab¬ 
lishment  or  construction. 

§  401.81  Shared  funding  and  adminis¬ 
tration  of  joint  projects. 

Where  the  Administrator  has  approved 
a  request  by  the  State  agency  to  partici¬ 
pate  in  a  joint  project  with  another 
agency  or  agencies  of  the  State  in  ac¬ 
cordance  with  §  401.9,  Federal  financial 
participation  will  be  available  in  the 
State  agency  share  of  the  costs  of  carry¬ 
ing  out  the  joint  project. 

§401.82  Waiver  of  Statewideness. 

If  the  approved  State  plan  provides  for 
activities  to  be  carried  out  in  one  or  more 
political  subdivisions  through  local  fi¬ 
nancing  (§401.10),  Federal  financial 
participation  will  be  available  in  ex¬ 
penditures  made  under  the  State  plan 
for  vocational  rehabilitation  services  and 
administration  in  connection  with  such 
activities  in  accordance  with  the  pro¬ 
visions  of  this  subpart,  except  that  funds 
made  available  to  the  State  agency  by 
such  political  subdivisions  of  the  State 
(including  funds  contributed  to  such  a 
subdivision  by  a  private  agency,  organi¬ 
zation  or  individual)  may  be  earmarked 
for  use  within  a  specific  geographical 
area  or  for  use  at  a  specific  facility  or  for 
the  benefit  of  a  group  of  individuals  with 
a  particular  disability:  Provided,  That 
nothing  in  this  paragraph  shall  author¬ 
ize  the  further  earmarking  of  funds  for 
a  particular  individual  or  for  members  of 
a  particular  organization,  and  that  Fed¬ 
eral  financial  participation  will  not  be 
available  in  expenditures  that  revert  to 
the  donor’s  use  or  facility  where  the 
donor  is  a  private  agency,  organization  or 
individual. 


Allotment  and  Payment 

§  401.85  Allotment  of  Federal  funds  for 
vocational  rehabilitation  services. 

(a)  For  each  fiscal  year  each  State 
shall  be  entitled  to  an  allotment  of  an 
amount  bearing  the  same  ratio  to  the 
amount  authorized  by  the  act  to  be  ap¬ 
propriated  for  that  fiscal  year  for  mak¬ 
ing  grants  to  States  for  meeting  the 
cost  of  vocational  rehabilitation  services 
under  section  2  of  the  act  as  the  product 
of  the  population  of  the  State  and  the 
square  of  its  allotment  percentage  bears 
to  the  sum  of  the  corresponding  products 
for  all  States,  subject  to  the  provision 
in  paragraph  (b)  of  this  section.  For  any 
fiscal  year  the  allotment  to  any  State 
(other  than  the  Virgin  Islands,  Puerto 
Rico,  and  Guam)  which  is  less  than  $1 
million  shall  be  increased  to  that  amount, 
the  total  of  the  increases  thereby  re¬ 
quired  being  derived  by  proportionately 
reducing  the  allotments  of  each  of  the 
remaining  such  States,  but  with  such 
adjustments  as  may  be  necessary  to  pre¬ 
vent  the  allotment  of  any  such  remaining 
States  from  being  thereby  reduced  to 
less  than  that  amount. 

(1)  Population,  as  applied  to  any 
State,  means  the  population  of  that 
State  as  determined  by  official  estimates 
furnished  to  the  Administrator  by  the 
Bureau  of  the  Census  by  October  1  of  the 
year  preceding  the  fiscal  year  for  which 
Federal  grant  funds  are  appropriated. 

(2)  The  allotment  percentage  for  any 
State  shall  be  100  per  centum  less  that 
percentage  which  bears  the  same  ratio 
to  50  per  centum  as  the  per  capita  in¬ 
come  of  such  State  bears  to  the  per  cap¬ 
ita  income  of  the  United  States  (i.e.,  the 
50  States,  and  the  District  of  Columbia) , 
except  that  the  allotment  percentage 
shall  in  no  case  be  more  than  75  per 
centum  or  less  than  33  y3  per  centum, 
and  the  allotment  percentage  for  the 
District  of  Columbia,  Puerto  Rico,  the 
Virgin  Islands,  and  Guam  shall  be  75  per 
centum. 

(3)  The  allotment  percentage  shall  be 
promulgated  by  the  Secretary  between 
July  1  and  September  30  of  each  even- 
numbered  year,  on  the  basis  of  the  aver¬ 
age  of  the  per  capita  income  of  the  States 
and  of  the  United  States  (i.e.,  the  50 
States  and  the  District  of  Columbia)  for 
the  three  most  recent  consecutive  years 
for  which  satisfactory  data  are  avail¬ 
able  from  the  Department  of  Commerce. 
Such  promulgation  shall  be  conclusive 
for  each  of  the  2  fiscal  years  in  the  pe¬ 
riod  beginning  July  1,  next  succeeding 
such  promulgation. 

(b)  The  allotment  to  any  State  for  any 
fiscal  year,  as  computed  under  paragraph 
(a)  of  this  section,  which  is  less  than  the 
amount  such  State  was  entitled  to  re¬ 
ceive  for  the  fiscal  year  ending  June  30, 
1965,  pursuant  to  section  2  of  the  act 
as  then  in  effect,  as  the  Federal  share  of 
its  expenditures  under  its  State  plan  for 
vocational  rehabilitation  services,  shall 
be  increased  to  that  amount.  The  amount 
which  a  State  was  entitled  to  receive  for 
fiscal  year  1965,  pursuant  to  the  preced¬ 
ing  sentence,  shall  be  determined  on  the 
basis  of  such  information,  Including  re¬ 


ports  from  the  State,  as  the  Social  and 
Rehabilitation  Service  had  on  Novem¬ 
ber  8,  1965.  The  total  of  any  increases 
required  under  this  paragraph  shall  be 
derived  by  proportionately  reducing  the 
allotment  of  each  of  the  States  whose 
allotments  were  not  subject  to  the  in¬ 
crease,  but  with  such  adjustments  as  may 
be  necessary  to  prevent  the  allotment 
of  any  State  from  being  thereby  reduced 
to  less  than  the  amount  the  State  was  en¬ 
titled  to  receive  for  the  fiscal  year  ending 
June  30,  1965,  pursuant  to  section  2  as 
then  in  effect. 

(c)  (1)  No  part  of  the  allotment  to 
any  State  for  grants  under  section  2  of 
the  act  for  any  fiscal  year  may  be  used 
for  the  purposes  specified  in  §  401.80(b) 
(4),  in  excess  of  any  limitation  imposed 
under  that  section  by  the  Administrator. 

(2)  Any  such  limitation  shall  be  im¬ 
posed  through  allocations  to  the  States. 
The  allocations  to  the  States  for  any  fis¬ 
cal  year  shall  be  made  initially  on  the 
basis  of  population,  with  such  adjust¬ 
ments  as  may  be  necessary  to  make  avail¬ 
able  to  each  State  an  allocation  of  $25,- 
000  or  such  other  standard  minimum 
amount  as  the  Administrator  may  find 
necessary  to  support  a  useful  project  in 
each  State. 

(3)  The  Administrator  may  make  re¬ 
allocations  for  any  fiscal  year  from  time 
to  time  of  amounts  released  by  the  States 
or  determined  by  the  Administrator  not 
to  be  reasonably  expected  to  be  used  by 
the  States  within  the  fiscal  year.  Addi¬ 
tional  allocations  may  be  made  to  States 
which  have  need  of  them  as  evidenced 
by  approvable  project  proposals.  Prior¬ 
ity  for  additional  allocations  shall  be 
given  on  the  basis  of  National,  State  and 
local  program  needs,  with  due  regard  for 
the  importance  of  promoting  a  nation¬ 
wide  distribution  of  rehabilitation  facili¬ 
ties  of  high  quality.  A  State’s  allocation 
as  increased  or  decreased  pursuant  to 
this  subparagraph  shall  be  its  allocation 
for  the  fiscal  year. 

(d)  Where  the  State  plan  designates 
separate  agencies  to  administer  (or  sup¬ 
ervise  the  administration  of)  the  part 
of  the  plan  under  which  vocational  re¬ 
habilitation  services  are  provided  for  the 
blind,  and  the  rest  of  the  plan,  re¬ 
spectively,  the  division  of  the  State’s  al¬ 
lotment  pursuant  to  paragraphs  (a)  and 
(b)  of  this  section  and  the  State’s  al¬ 
location  pursuant  to  paragraph  (c)  of 
this  section  between  such  agencies  is  a 
matter  for  State  determination. 

(e)  Where  the  State  plan  provides  for 
the  construction  of  rehabilitation  facili¬ 
ties,  the  total  Federal  financial  partici¬ 
pation  in  the  expenditures  for  construc¬ 
tion  for  a  fiscal  year  may  not  exceed  10 
per  centum  of  the  State’s  allotment 
for  such  year.  The  amount  of  the  State’s 
share  of  expenditures  for  vocational  re¬ 
habilitation  services  other  than  the  con¬ 
struction  of  rehabilitation  facilities  shall 
be  at  least  equal  to  the  average  of  its 
expenditures  for  such  other  vocational 
rehabilitation  services  for  the  preceding 
3  fiscal  years. 

§  401.86  Payments  from  allotments. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  the  Administrator 
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shall  pay  to  each  State  an  amount  equal 
to  the  Federal  share  of  the  cost  of  vo¬ 
cational  rehabilitation  services  under  its 
approved  State  plan,  including  the  cost 
of  administration  of  the  plan.  The  Fed¬ 
eral  share  for  each  State  for  the  fiscal 
year  ending  June  30,  1969,  shall  be  75  per 
centum,  and  80  per  centum  for  the  fiscal 
year  ending  June  30,  1970,  and  for  each 
subsequent  fiscal  year,  except  for  expen¬ 
ditures  to  meet  the  cost  of  construction 
of  rehabilitation  facilities. 

-  (b)  (1)  The  total  of  payments  to  a 
State  under  paragraph  (a)  of  this  sec¬ 
tion  for  any  fiscal  year  may  not  exceed 
its  allotment  under  §  401.85  for  such  year 
and  such  payments  shall  not  be  made 
in  any  amount  which  would  result  in  a 
violation  of  the  provision  specified  in 
§  401.85(e). 

(2)  Amounts  otherwise  payable  to  a 
State  under  this  section  for  any  fiscal 
year  shall  be  reduced  by  the  amount 
(if  any)  by  which  expenditures  from 
non-Federal  sources,  as  specified  in 
§  401.80  (except  for  expenditures  with 
respect  to  which  the  State  is  entitled  to 
payments  under  §  401.135)  for  such  fiscal 
year  under  such  State’s  approved  plan 
for  vocational  rehabilitation  services  are 
less  than  such  expenditures  under  such 
plan  for  the  fiscal  year  ending  June  30, 
1969.  The  expenditures  under  the  State 
plan  for  fiscal  year  1969,  pursuant  to  the 
preceding  sentence,  shall  be  determined 
on  the  basis  of  such  information,  in¬ 
cluding  reports  from  the  States,  as  the 
Social  and  Rehabilitation  Service  had 
on  January  1,  1970.  If  a  reduction  in 
payments  for  any  fiscal  year  is  required 
in  the  case  of  a  State  where  separate 
agencies  administer  (or  supervise  the 
administration  of)  the  part  of  the  plan 
under  which  vocational  rehabilitation 
services  are  provided  for  the  blind,  and 
the  rest  of  the  plan,  respectively,  such 
reduction  shall  be  made  in  direct  rela¬ 
tion  to  the  amount  by  which  expendi¬ 
tures  from  non-Federal  sources  under 
each  part  of  the  plan  are  less  than  they 
were  under  that  part  of  the  plan  during 
the  fiscal  year  ending  June  30, 1969. 

§  401.87  Me tli od  of  computing  and 
making  payments. 

(a)  Estimates.  The  Administrator 
shall,  prior  to  each  fiscal  quarter  or  other 
period  prescribed  by  him,  estimate  the 
amount  to  be  paid  each  State  from  its 
allotment  for  vocational  rehabilitation 
services  under  section  2  of  the  act  and 
its  allotment  for  innovation  projects  un¬ 
der  section  3  of  the  act.  This  estimate 
will  be  based  on  such  records  of  the 
State  and  information  furnished  by  it, 
and  such  other  investigation,  as  the  Ad¬ 
ministrator  may  find  necessary. 

(b)  Payments.  The  Administrator 
shall  pay,  from  the  allotment  available 
therefor,  the  amount  so  estimated  for 
such  period.  In  making  any  such  pay¬ 
ment,  such  additions  and  subtractions 
will  be  made  as  the  State's  accounting 
for  any  prior  period  and  audit  thereof 
may  indicate  as  necessary  in  balancing 
the  Federal-State  account  for  any  such 
prior  period.  Payments  shall  be  made 
prior  to  audit  or  settlement  by  the  Gen¬ 
eral  Accounting  Office,  shall  be  made 


through  the  disbursing  facilities  of  the 
Treasury  Department,  and  shall  be  made 
in  such  installments  as  the  Administrator 
may  determine. 

§  401.88  Effect  of  payments. 

(a)  Neither  the  approval  of  the  State 
plan  nor  any  payment  to  the  State  pur¬ 
suant  thereto  shall  be  deemed  to  waive 
the  right  or  duty  of  the  Secretary  or 
Administrator  to  withhold  funds  by  rea¬ 
son  of  the  failure  of  the  State  to  observe, 
before  or  after  such  administrative  ac¬ 
tion,  any  requirement  of  the  act  or  of 
this  part. 

(b)  The  final  amount  to  be  paid  for 
any  period  is  determinable  on  the  basis 
of  expenditures  under  the  State  plan  for 
which  Federal  financial  participation  is 
authorized.  The  State  assumes  absolute 
responsibility  for  the  initial  application 
of  Federal  funds  to  authorized  plan  pur¬ 
poses.  The  State  will  be  required  to 
make  transfers  and  adjustments  to  dis¬ 
charge  its  accountability  to  the  Federal 
Government. 

§401.89  Refunds. 

Any  amount  refunded  or  repaid  to  the 
State  shall  be  credited  to  the  Federal 
account  in  proportion  to  the  Federal 
participation  in  the  expenditures  by  rea¬ 
son  of  which  such  refunds  or  repayments 
were  made,  and  such  sums  shall  be  con¬ 
sidered  as  granted  from  the  State’s 
allotment. 

§  401.90  Determining  to  which  fiscal 
year  an  expenditure  is  chargeable. 

In  determining  to  which  Federal  fiscal 
year  expenditures  are  chargeable  for 
the  purpose  of  earning  the  State’s  allot¬ 
ment  under  section  2  or  section  3  of 
the  act,  State  laws  and  regulations  for 
determining  to  which  State  fiscal  year 
an  expenditure  is  chargeable  will  be  fol¬ 
lowed.  In  those  States  which  appropriate 
funds  for  a  biennium,  the  principles  pro¬ 
vided  in  State  laws,  regulations,  and 
practices,  for  determining  to  which  year 
of  the  biennium  an  expenditure  should 
be  charged  will  be  applied  in  determin¬ 
ing  to  which  Federal  fiscal  year  in  the 
biennium  an  expenditure  is  properly 
chargeable.  If  there  are  no  applicable 
principles  provided  in  State  laws,  regu¬ 
lations,  and  practices,  the  actual  date  of 
an  expenditure  shall  be  controlling.  In 
those  States  where  the  State  fiscal  year 
does  not  coincide  with  the  Federal  fiscal 
year,  State  laws  and  regulations  for  de¬ 
termining  to  which  State  fiscal  year  an 
expenditure  is  chargeable  will  be  applied 
to  the  Federal  fiscal  year. 

Subpart  D — Payment  of  Costs  of  Vo¬ 
cational  Rehabilitation  Services  to 
Disability  Beneficiaries  From  the 
Social  Security  Trust  Funds 

§401.110  General. 

(a)  Pursuant  to  section  336  of  the 
Social  Security  Amendments  of  1965 
(Public  Law  89-97),  section  222  of  the 
Social  Security  Act  as  amended  provides 
for  the  payment  from  the  trust  funds  of 
costs  of  vocational  rehabilitation  serv¬ 
ices  furnished  to  disability  beneficiaries. 
Within  the  limits  authorized  under  sec¬ 


tion  222,  as  amended,  trust  funds  will  be 
available  for  payment  by  the  Adminis¬ 
trator  to  the  States  to  provide  for  voca¬ 
tional  rehabilitation  services  (and  re¬ 
lated  costs  of  administration)  for  dis¬ 
ability  beneficiaries  under  State  plans 
approved  under  section  5  of  the  act. 

(b)  To  receive  trust  funds  for  voca¬ 
tional  rehabilitation,  each  State  agency 
is  required  to  submit  to  the  Regional 
Commissioner  for  approval  an  amend¬ 
ment  to  its  State  plan  which  sets  forth 
its  policy  and  procedures  for  providing 
vocational  rehabilitation  services  to  dis¬ 
ability  beneficiaries  in  keeping  with  the 
purposes  and  objectives  as  stated  below 
and  which  meets  the  requirements  and 
conditions  prescribed  herein. 

§  401.111  Purposes  and  objectives. 

With  the  objective  of  making  it  pos¬ 
sible  for  more  disability  beneficiaries  to 
receive  vocational  rehabilitation  services, 
money  is  made  available  from  the  trust 
funds  to  finance  the  vocational  rehabili¬ 
tation  of  selected  beneficiaries.  It  is  the 
intent  of  Congress  that  this  money  will 
be  used  in  such  a  way  that  the  saving 
from  the  amount  of  benefits  that  would 
otherwise  have  to  be  paid  and  the  in¬ 
creased  contributions  to  the  trust  funds 
paid  by  virtue  of  the  earnings  of  bene¬ 
ficiaries  who  return  to  work  will  exceed, 
or  at  least  equal,  the  money  paid  from 
the  trust  funds  for  rehabilitation  costs. 
In  addition  to  the  offsetting  gains  that 
the  trust  funds  are  expected  to  realize 
there  will  be  gains  to  the  individual 
concerned  and  to  society  when  the  dis¬ 
abled  individuals  are  returned  to  pro¬ 
ductive  activity.  In  order  to  maximize 
the  values  to  be  obtained  from  the  pro¬ 
gram,  States  will  act  promptly  to  pro¬ 
vide  the  appropriate  vocational  rehabili¬ 
tation  services  utilizing  such  regular  and 
special  rehabilitation  techniques  and  fa¬ 
cilities  as  will  help  the  maximum  num¬ 
ber  of  disability  beneficiaries  to  engage 
in  productive  activity.  The  term  “pro¬ 
ductive  activity”  in  the  context  of  this 
subpart  is  closely  related  to  “ability  to 
engage  in  substantial  gainful  activity” 
as  that  phrase  is  used  in  20  CFR  404.- 
1532ff,  i.e.,  either  actual  performance 
of  such  activity  (as  distinguished  from 
engagement  in  a  lesser,  but  still  gainful, 
occupation)  or  other  indication  of  exist¬ 
ence  of  a  residual  capacity  to  engage  in 
such  activity. 

§  401.112  Applicability  of  oilier  regula¬ 
tions. 

The  provisions  governing  vocational 
rehabilitation  services  to  disability  bene¬ 
ficiaries,  the  costs  of  which  are  paid 
from  trust  funds,  must  conform  to  all 
requirements  elsewhere  in  this  part  gov¬ 
erning  the  State  vocational  rehabilita¬ 
tion  programs  which  are  not  inconsist¬ 
ent  with  the  requirements  prescribed  in 
this  subpart. 

§  401.113  Definitions. 

(a)  “Disability  beneficiary”  means  a 
disabled  individual  who  is  entitled  to 
benefits  under  section  223  of  the  Social 
Security  Act  (including  disabled  individ¬ 
uals  serving  a  waiting  period  prior  to 
such  entitlement),  a  disabled  individual 
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over  age  18  who  is  entitled  to  child’s  in¬ 
surance  benefits  under  section  202(d)  of 
the  Social  Security  Act,  or  a  disabled 
widow,  widower,  or  surviving  divorced 
wife  under  section  202  (e)  and  (f)  of  the 
Social  Security  Act. 

(b)  “Productive  activity”  means  full¬ 
time  or  substantial  part-time  employ¬ 
ment  or  self-employment  wherein  the 
nature  of  the  work  activity  performed, 
the  earnings  received,  or  both,  or  the 
capacity  to  engage  in  such  employment 
or  self-employment,  can  reasonably  be 
expected  to  result  in  termination  or  non¬ 
payment  of  social  security  disability 
benefits. 

(c)  “Trust  funds”  means  funds  de¬ 
rived  from  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  and 
the  Federal  Disability  Insurance  Trust 
Fund  for  purposes  of  vocational  rehabil¬ 
itation  pursuant  to  section  222(d)  of  the 
Social  Security  Act. 

§  401.114  State  plan  requirements. 

For  a  State  to  receive  trust  funds  the 
State  plan  must  contain  the  following 
provisions  regarding  vocational  rehabil¬ 
itation  services  to  disability  beneficiaries: 

(a)  Conformance  to  selection  criteria. 
The  State  plan  shall  provide  that,  to  the 
extent  funds  provided  from  the  trust 
funds  are  adequate  for  that  purpose,  vo¬ 
cational  rehabilitation  services  will  be 
furnished  to  disability  beneficiaries  in 
the  State  who  the  State  determines  on 
the  basis  of  medical,  vocational,  social, 
personal,  or  other  factors  are  otherwise 
eligible  for  services  and  who  meet  the 
following  requirements: 

(1)  There  is  present  a  disabling  phys¬ 
ical  or  mental  impairment  which  is  not 
so  rapidly  progressive  as  to  outrun  the 
effect  of  vocational  rehabilitation  serv¬ 
ices,  or  to  preclude  restoration  of  the 
beneficiary  to  productive  activity; 

(2)  The  disabling  effect  of  the  impair¬ 
ment,  without  the  services  planned,  is 
expected  to  remain  at  a  level  of  severity 
which  would  result  in  the  continuing 
payment  of  disability  benefits; 

(3)  There  is  a  reasonable  expectation 
that  the  provision  of  such  services  will 
result  in  the  restoration  of  the  individual 
to  productive  activity;  and 

(4)  The  reasonably  predictable  period 
of  productive  work  activity  is  of  sufficient 
duration  that  the  benefits  to  be  saved 
and  the  contributions  which  would  be 
paid  to  the  trust  funds  on  future  earn¬ 
ings  would  offset  the  cost  of  the  services 
planned. 

(b)  Order  of  selection.  The  State  plan 
shall  provide  that  the  order  of  selection 
for  services  shall  be  in  accordance  with 
the  beneficiary’s  readiness  and  potential 
for  rehabilitation  to  productive  activity 
and  without  regard  to  any  order  of  selec¬ 
tion  which  would  otherwise  be  followed 
under  the  State  plan  pursuant  to  the  act. 

(c)  Citizenship,  residence,  and  eco¬ 
nomic  need.  The  State  plan  shall  provide 
that  any  disability  beneficiary  who  meets 
the  other  requirements  for  selection  for 
vocational  rehabilitation  services  shall 
be  provided  with  authorized  services 
without  regard  to  (1)  his  citizenship,  or 

(2)  his  place  of  residence,  or  (3)  his  need 
for  financial  assistance. 


(d)  Promptness  of  services.  The  State 
plan  shall  provide  that  services  will  be 
furnished  with  reasonable  promptness  to 
disability  beneficiaries  selected  under 
paragraphs  (a) ,  (b) ,  and  (c)  of  this 
section. 

(e)  Services  available.  The  State  plan 
shall  provide  that  vocational  rehabilita¬ 
tion  services  available  to  disability  bene¬ 
ficiaries  selected  for  such  services  shall 
include  the  full  range  of  services  author¬ 
ized  in  the  act,  subject  to  the  conditions 
and  limitations  with  respect  to  the  use 
of  trust  funds  prescribed  in  §  401.115. 

§401.115  Costs  of  services — conditions 
and  limitations. 

Costs  of  vocational  rehabilitation  serv¬ 
ices  (and  administration)  paid  from 
trust  funds  shall  be  subject  to  the  fol¬ 
lowing  conditions  and  limitations: 

(a)  Except  as  otherwise  provided  in 
this  subpart,  costs  shall  be  subject  to  all 
requirements  for  Federal  financial  par¬ 
ticipation  set  forth  in  the  regulations 
governing  the  State  vocational  rehabili¬ 
tation  programs.  (See  subpart  C  of  this 
part.) 

(b)  Trust  funds  will  not  be  used  to 
pay  costs  of  establishment  or  construc¬ 
tion  of  a  rehabilitation  facility. 

(c)  Trust  funds  will  not  be  used  to 
pay  the  costs  of  maintenance  while  an 
individual  is  receiving  vocational  reha¬ 
bilitation  services  unless  it  is  necessary 
for  the  individual  to  be  away  from  home 
to  receive  such  services.  The  costs  of  such 
maintenance  shall  not  exceed  the  amount 
of  increased  expenses  that  the  rehabili¬ 
tation  program  causes  for  the  individual 
or  his  family. 

(d)  The  amount  of  the  expenditure 
made  under  the  State  plan  for  services  in 
behalf  of  a  disability  beneficiary  and  for 
which  a  State  may  receive  payment  of 
the  costs  from  trust  funds  shall  not 
exceed  such  maximum  amount  for  any 
one  beneficiary  as  may  be  federally 
prescribed. 

(e)  Where  trust  funds  are  used  to  pro¬ 
vide  equipment,  including  vending 
stands,  or  initial  stock  to  a  disability 
beneficiary,  or  where  such  funds  are 
used  to  equip  and  stock  a  small  business 
enterprise  for  the  rehabilitation  of  a  dis¬ 
ability  beneficiary,  the  State  agency 
shall  establish  appropriate  conditions  to 
assure  the  use  of  such  equipment  and 
stock  by  another  disability  beneficiary  if 
such  stock  and  equipment  are  no  longer 
required  for  the  previous  beneficiary. 

§  401.116  Payments  of  trust  funds. 

(a)  Effective  dates  of  payments.  Pay¬ 
ment  to  any  State  from  trust  funds  in 
accordance  with  this  subpart  may  com¬ 
mence  with  the  effective  date  of  the  ap¬ 
proved  amended  State  plan. 

(b)  Payments  for  services  and  admin¬ 
istration.  (1)  Trust  funds  will  be  avail¬ 
able  subject  to  statutory  limitations,  to 
any  limitations  set  forth  in  this  subpart, 
and  to  the  approval  of  the  Administrator, 
to  pay  for  expenditures  made  under  the 
approved  amended  State  plan  for  au¬ 
thorized  vocational  rehabilitation  serv¬ 
ices  provided  to  disability  beneficiaries, 
including  the  administration  thereof. 


(2)  Payment  from  the  trust  funds 
may  be  made  for  determining  the  eligi¬ 
bility  for  and  the  character  of  vocational 
rehabilitation  services  needed  by  a  dis¬ 
ability  beneficiary,  or  by  a  claimant  for 
disability  benefits  if  it  appears  there  is  a 
strong  likelihood  that  such  claimant  will 
be  found  entitled  to  such  disability  bene¬ 
fits  (even  though  later  he  is  not  so 
found) ,  to  the  extent  that  such  services 
were  furnished  to  such  claimant  prior  to 
the  receipt  by  the  State  agency  of  notice 
of  a  determination  of  nonentitlement. 

(3)  Other  authorized  services  pro¬ 
vided  prior  to  determination  to  persons 
meeting  the  selection  criteria  may  be 
paid  for  from  trust  funds  if  and  when 
the  State  agency  receives  notice  that  the 
individual  has  been  determined  to  be 
entitled  to  disability  benefits. 

(4)  In  no  case,  however,  may  services 
be  paid  for  from  the  trust  funds  which 
are  provided  before  (i)  the  effective  date 
of  the  approved  amended  State  plan,  (ii) 
the  beginning  of  the  period  of  disability, 
or  (iii)  the  filing  of  application  for  dis¬ 
ability  benefits,  whichever  is  latest,  or  in 
the  case  of  a  disabled  child  the  date  of 
entitlement  to  child’s  benefits  because  of 
disability. 

(c)  Reversal  of  determination  of  non¬ 
eligibility  for  disability  benefits.  Pay¬ 
ment  from  the  trust  funds  for  services 
which  have  been  rendered  to  a  claimant 
otherwise  eligible  therefor  who  has  been 
found  not  entitled  to  disability  benefits 
may,  if  such  finding  is  later  reversed  on 
reconsideration,  appeal,  or  judicial  re¬ 
view,  be  made  retroactively  for  the  fiscal 
year  in  which  notice  of  the  reversal  is 
received  by  the  State  agency,  provided 
at  that  time  services  are  being  currently 
rendered  to  the  claimant. 

(d)  Termination  of  disability  benefits. 
Payment  for  services  after  receipt  by  the 
State  agency  of  notice  that  entitlement 
to  disability  benefits  has  terminated  shall 
not  be  made  from  trust  funds,  except 
when  the  services  have  been  started  and 
the  individual  case  plan  reflects  that 
commitments  of  monies  have  been  made 
for  those  services  prior  to  receipt  of 
notice  of  such  termination,  i.e.,  written 
contracts,  purchase  orders,  or  equivalent 
authorizations  have  been  issued,  or  lump 
sum  payment  may  have  been  required  to 
have  been  made  in  advance  such  as  in 
the  case  of  tuition  or  training  expenses. 
In  no  case  may  payment  be  made  for 
costs  of  services  extending  more  than  4 
months  after  the  month  in  which  en¬ 
titlement  to  disability  benefits  terminates 
or  in  which  notice  that  entitlement  to 
disability  benefits  has  terminated  is  re¬ 
ceived  by  the  State  agency,  whichever  is 
later. 

(e)  Distribution  and  payment  of 
funds.  (1)  Payment  from  available  trust 
funds  may  be  made  in  advance  or  by 
way  of  reimbursement,  as  determined  by 
the  Administrator,  for  agency  costs  of 
providing  services  to  disability  benefi¬ 
ciaries  under  this  subpart. 

(2)  In  distributing  funds  to  the  States, 
the  Administrator  will  consider  agency 
estimates,  the  number  of  disability  bene¬ 
ficiaries  in  the  State,  and  such  other  fac¬ 
tors  as  the  Administrator  may  determine. 
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(3)  The  Administrator  will  make 
necessary  adjustments  or  redistribution 
on  account  of  overpayments,  underpay¬ 
ments,  and  unused  funds. 

§  401.117  Budgets. 

Periodically,  as  may  be  required,  the 
State  shall  prepare  and  submit  through 
the  Regional  Commissioner  for  the  ap¬ 
proval  of  the  Administrator  a  budget 
estimate  of  trust  funds  needed  to  pay  the 
costs  of  vocational  rehabilitation  services 
for  disability  beneficiaries  and  for  the 
administration  of  such  services. 

§401.118  Reports. 

The  State  shall  submit  reports  of  ex¬ 
penditures  and  case  service  activities  in 
behalf  of  beneficiaries,  in  such  form  and 
in  such  detail  and  frequency  as  required 
by  the  Administrator.  All  records,  pro¬ 
cedures,  and  operational  activities  of  the 
State  agency,  the  costs  of  which  are  paid 
from  trust  funds,  shall  be  subject  to 
inspection,  review,  and  audit. 

Subpart  E — Grants  to  States  for  In¬ 
novation  of  Vocational  Rehabilita¬ 
tion  Services. 

§401.130  Purpose. 

Under  section  3  of  the  act,  States  pro¬ 
viding  vocational  rehabilitation  services 
under  an  approved  State  plan  may  re¬ 
ceive  grants  to  assist  them  in  undertaking 
organized  identifiiable  project  activities 
which:  (a)  Provide  for  the  development 
of  new  methods  or  techniques  for  provid¬ 
ing  vocational  rehabilitation  services  for 
handicapped  individuals;  or  (b)  are  espe¬ 
cially  designed  for  the  development  of,  or 
provision  for,  new  or  expanded  voca¬ 
tional  rehabilitation  services  for  groups 
of  handicapped  individuals  having  dis¬ 
abilities  which  are  catastrophic  or  par¬ 
ticularly  severe.  Whether  the  methods 
or  techniques  are  new,  or  the  services  are 
new  or  expanded,  shall  be  determined  in 
relation  to  the  program  existing  in  the 
State. 

§  401.131  Application  procedure. 

An  application  for  an  innovation  proj¬ 
ect  may  be  submitted  by  a  State  agency 
to  the  Regional  Commissioner  at  any 
time,  in  such  form  and  detail  as  the  Ad¬ 
ministrator  may  prescribe.  The  Regional 
Commissioner  will  review  each  applica¬ 
tion  and  determine,  after  consultation 
with  the  State  regarding  any  suggested 
revision,  whether  such  application  meets 
the  requirements  for  an  innovation  grant, 
and  will  send  written  notification  of  his 
finding  to  the  State. 

§  401.132  Application  content. 

Each  application  submitted  shall  (a) 
describe  the  specific  activities  to  be 
undertaken,  showing  how  they:  (1)  Will 
lead  to  the  development  of  new  methods 
or  techniques  for  providing  vocational  re¬ 
habilitation  services;  or  (2)  will  offer 
new  or  expanded  services  for  groups  of 
handicapped  individuals  whose  disabil¬ 
ities  are  particularly  severe  or  cata¬ 
strophic;  (b)  specify  the  duration  of  the 
project;  (c)  set  forth  the  budget  for  the 
project  and  the  method  for  meeting 
costs;  (d)  provide  that  qualified  and 


adequate  staff  and  supervision  are  avail¬ 
able  to  accomplish  the  purpose  of  the 
project;  and  (e)  supply  such  other  in¬ 
formation  as  the  Administrator  may  find 
necessary. 

§401.133  Frojcct  activities. 

(a)  All  project  activities  to  be  per¬ 
formed  within  innovation  projects  must 
either  already  be  included  within  the 
scope  of  the  State’s  approved  plan,  or 
such  plan  must  be  amended  to  include 
them. 

(b)  Innovation  project  activities  may 
include,  but  are  not  limited  to:  (1)  The 
provision  of  vocational  rehabilitation 
services  to  paraplegics,  quadriplegics, 
stroke  and  cancer  victims,  the  totally 
deaf,  the  deaf  blind,  the  retarded  blind, 
and  others  who  have  been  inadequately 
served  because  of  the  severity  of  their 
disabilities  or  the  costs  involved;  (2)  the 
introduction  of  new  patterns  or  tech¬ 
niques  of  vocational  rehabilitation  serv¬ 
ices;  (3)  the  construction  or  establish¬ 
ment  of  rehabilitation  facilities  unique  in 
that  State  and  in  conformity  with  the 
State  rehabilitation  facilities  plan;  and 
(4)  the  development  of  service  programs 
in  cooperation  with  other  public  agencies 
which  provide  new  methods  and  tech¬ 
niques  for  serving  the  handicapped,  espe¬ 
cially  those  individuals  having  disabilities 
which  are  catastrophic  or  particularly 
severe.  Projects  may  be  statewide  in  scope 
or  limited  to  a  geographical  area  of  the 
State. 

(c)  Innovation  grants  will  not  be  made 
for  projects  designed  primarily  to:  (1) 
Train  staff;  (2)  improve  administrative 
procedures  unless  it  can  be  shown  clearly 
that  such  improvements  will  bring  serv¬ 
ices  to  new  groups  of  clients;  or  (3)  es¬ 
tablish  or  construct  rehabilitation  facili¬ 
ties  of  a  type  already  found  in  the  State. 

§  401.134  Allotment  of  Federal  funds 
for  innovation  projects. 

(a)  Prom  the  sums  available  for  any 
fiscal  year  for  grants  to  States  to  assist 
them  in  meeting  the  costs  of  approved 
innovation  projects,  each  State  shall  be 
entitled  to  an  allotment  of  an  amount 
bearing  the  same  ratio  to  such  sums  as 
the  population  of  the  State  bears  to  the 
population  of  all  the  States.  Population, 
as  applied  to  any  State,  means  the  popu¬ 
lation  of  that  State  as  determined  by 
official  estimates  furnished  by  the 
Bureau  of  the  Census  to  the  Administra¬ 
tor  by  October  1  of  the  year  preceding 
the  fiscal  year  for  which  Federal  grant 
funds  are  appropriated.  For  any  fiscal 
year  the  allotment  to  any  State  which  is 
less  than  $5,000  (or  such  other  amount 
as  may  be  specified  as  a  minimum  allot¬ 
ment  in  the  act  appropriating  such  sums 
for  such  year)  shall  be  increased  to  that 
amount,  the  total  of  the  increases  there¬ 
by  being  derived  by  proportionately  re¬ 
ducing  the  allotments  to  each  of  the  re¬ 
maining  States  but  with  such  adjust¬ 
ments  as  may  be  necessary  to  prevent 
the  allotment  of  any  such  remaining 
States  from  being  thereby  reduced  to 
less  than  that  amount. 

(b)  When  the  Administrator  deter¬ 
mines  that  any  amount  of  an  allotment 
to  a  State  for  the  fiscal  year  ending 


June  30,  1970,  and  for  each  subsequent 
fiscal  year,  will  not  be  utilized  by  such 
State  in  carrying  out  the  purposes  of 
this  subpart,  he  shall  make  such  amount 
available  to  one  or  more  other  States 
which  he  determines  will  be  able  to  use 
additional  amounts  during  such  fiscal 
year  for  carrying  out  the  purposes  of 
this  subpart.  Any  amount  made  avail¬ 
able  to  any  State  for  any  fiscal  year  pur¬ 
suant  to  this  paragraph  of  this  section 
shall  be  regarded  as  an  increase  in  such 
State’s  allotment  for  such  year. 

(c)  Where  the  State  plan  designates 
separate  agencies  to  administer  (or 
supervise  the  administration  of)  the 
part  of  the  plan  under  which  vocational 
rehabilitation  services  are  provided  for 
the  blind,  and  the  rest  of  the  plan,  re¬ 
spectively,  the  division  of  the  State’s 
allotment  between  such  agencies  is  a 
matter  for  State  determination. 

§  401.135  Payments  from  allotments. 

(a)  Payments  with  respect  to  any  in¬ 
novation  project  may  be  made  for  a 
period  not  exceeding  5  years,  beginning 
with  the  commencement  of  the  first 
fiscal  year  for  which  any  payment  is 
made  for  such  project  under  paragraph 

(b)  of  this  section. 

(b)  From  the  sums  allotted  pursuant 
to  §  401.134,  the  Administrator  shall 
pay  to  each  State,  with  respect  to 
any  approved  innovation  project,  an 
amount  equal  to  90  per  centum  of 
the  cost  of  such  project  (including 
its  administration) ,  for  the  first  3  years 
of  such  project  and  75  per  centum  of  the 
cost  of  such  project  (including  its 
administration)  for  the  fourth  and 
fifth  years,  except  that,  at  the  request 
of  the  State,  such  payments  may  be  less 
than  such  percentage  of  the  cost  of  such 
project. 

(c)  For  purposes  of  determining  the 
commencement  of  Federal  participation 
of  any  innovation  project,  the  effective 
date  for  the  commencement  of  such 
project  shall  be  the  date  of  its  submis¬ 
sion  for  approval  (or  a  later  date,  at 
the  request  of  the  State) . 

(d)  No  payment  shall  be  made  from 
an  allotment  under  section  3  of  the  act 
with  respect  to  any  cost  of  an  innovation 
project  for  which  payment  has  been 
made  under  any  other  section  of  the  act. 

§  401.136  Continuation  grants  for  inno¬ 
vation  projects ;  reports. 

A  progress  report  will  be  submitted 
annually  in  the  form  and  containing  the 
information  prescribed  by  the  Adminis¬ 
trator  with  the  State’s  request  for  a  con¬ 
tinuation  grant  for  the  project.  Such  re¬ 
quest  for  continuation  will  include  a 
budget  for  the  next  year.  The  Regional 
Commissioner  will  review  each  applica¬ 
tion  for  a  continuation  grant  and  deter¬ 
mine  whether  the  project  continues  to 
meet  the  requirements  for  an  innova¬ 
tion  grant,  and  he  will  notify  the  State  in 
writing  of  his  findings.  The  final  project 
report  will  be  submitted  not  later  than  90 
days  following  termination  of  the  project. 

§401.137  Project  amendments. 

Any  amendment  to  an  approved  in¬ 
novation  project  shall  be  submitted 
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whenever  necessary  to  reflect  material 
change  in  the  scope,  operation,  or  ad¬ 
ministration  of  the  project.  Such  amend¬ 
ments  shall  be  submitted  in  writing  to 
the  Regional  Commissioner  for  approval. 
If  for  any  reason  an  approved  project  is 
discontinued,  the  State  agency  shall 
notify  the  Regional  Commissioner,  giving 
the  reasons  for  termination,  an  account¬ 
ing  of  funds  granted  for  the  project,  and 
other  pertinent  information. 

§  101.133  Methods  of  computing  and 
making  payments. 

The  methods  of  computing  and  pay¬ 
ing  amounts  pursuant  to  §  401.135  shall 
be  in  accordance  with  provisions  of 
§  401.87.  The  provisions  of  §§401.88 
through  401.90  are  also  applicable  to 
this  subpart. 


PART  402— THE  STATE  VOCATIONAL 
EVALUATION  AND  WORK  ADJUST¬ 
MENT  PROGRAM 

Subpart  A — Definitions 

Sec. 

402.1  Terms. 

Subpart  B — The  State  Evaluation  and  Work 
Adjustment  Plan 

402.2  The  State  plan:  general  require¬ 

ments. 

402  3  Approval  of  State  plans  and 

amendments. 

402.4  Withholding  of  funds. 

402.5  State  evaluation  and  work  adjust¬ 

ment  agency. 

402.6  Cooperative  and  joint  undertakings 

with  other  agencies. 

402.7  Standards  of  personnel  administra¬ 

tion. 

402  8  Standards  for  facilities  and  per¬ 
sonnel. 

402.9  Order  of  selection  for  services. 

402.10  Reports. 

Subpart  C — State  Plon  Content:  Services  and 
Procedures 

402.20  Processing  referrals  and  applications. 

402.21  Acceptance  for  evaluation  and  work 

adjustment  services. 

402.22  Comprehensive  diagnostic  study. 

402.23  Other  evaluation  and  work  adjust¬ 

ment  services. 

402.24  Recording  of  case  data. 

402.25  Reports  to  other  agencies. 

402.26  Referral  to  other  agencies. 

Subpart  D — Financing  of  State  Vocational 
Evaluation  and  Work  Adjustment  Programs 

402.30  Evaluation  and  work  adjustment 

services. 

402.31  State  and  local  funds. 

402.32  Allotment  of  Federal  funds  for 

evaluation  and  work  adjustment 
services. 

402  33  Payments  from  allotments. 

402.34  Method  of  computing  and  making 
payments. 

Authority:  The  provisions  of  this  Part 
402  issued  under  sec.  7(b),  68  Stat.  658,  29 
U.S.C.  37(b).  Interpret  and  apply  the  Voca¬ 
tional  Rehabilitation  Act,  as  amended,  29 
U.S.C.  ch.  4. 

Subpart  A — Definitions 

§  102.1  Terms. 

For  the  purposes  of  this  part — 

<a)  The  terms  “act,”  “Administrator,” 
“blind,”  “construction  of  a  rehabilitation 
facility,”  “establishment  of  a  rehabilita¬ 
tion  facility,”  “handicapped  individual,” 


“physical  or  mental  disability,”  rehabil¬ 
itation  facility,”  “State,”  “State  voca¬ 
tional  rehabilitation  agency”  and  “voca¬ 
tional  rehabilitation  services”  shall, 
except  where  the  context  indicates 
otherwise,  have  the  same  meanings  as 
set  forth  in  §  401.1  of  this  chapter. 

(b)  “Advocacy”  means  intercession  on 
behalf  of  disadvantaged  individuals 
whenever  necessary  to  ensure  the  effec¬ 
tive  utilization  of  evaluation  and  work 
adjustment  services,  and  to  follow-up  the 
progress  of  such  individuals  who  have 
received  such  services. 

(c)  “Disadvantaged  individual”  means 
any  individual  disadvantaged  in  his 
ability  to  secure  or  maintain  appropriate 
employment  by  reason  of  physical  or 
mental  disability,  youth,  advanced  age, 
low  educational  attainment,  ethnic  or 
cultural  factors,  prison  or  delinquency 
records,  or  any  other  condition,  especially 
in  association  with  poverty,  which  con¬ 
stitutes  a  barrier  to  such  employment. 

(d)  “Evaluation  and  work  adjustment 
services”  means  (1)  vocational  evalua¬ 
tion  and  related  diagnostic  services;  (2) 
work  adjustment  services,  including,  as 
necessary,  the  utilization  of  simulated 
or  real  work  experience;  (3)  outreach; 
(4)  referral;  (5)  advocacy;  (6)  other 
goods  or  services  necessary  to  ascertain 
the  nature  of  a  disadvantaged  individ¬ 
ual’s  handicap  to  employment  and  to  de¬ 
termine  those  additional  services  from 
which  the  disadvantaged  individual  can 
be  expected  to  benefit;  (7)  such  services 
to  family  members  of  a  disadvantaged 
individual  as  are  necessary  for  the  voca¬ 
tional  evaluation  and  work  adjustment 
of  the  disadvantaged  individual;  and  (8) 
the  administration  of  the  evaluation  and 
work  adjustment  services  program. 

(e)  “Family  members”  or  “members  of 
the  family”  means  any  relative  by  blood 
or  marriage  of  a  disadvantaged  individ¬ 
ual  and  other  individuals  living  in  the 
same  household  with  whom  the  disad¬ 
vantaged  individual  has  a  close  interper¬ 
sonal  relationship. 

(f)  “Outreach”  means  any  activities  or 
supportive  assistance  for  the  purpose  of 

(1)  identifying  disadvantaged  individ¬ 
uals  and  motivating  them  to  seek  evalua¬ 
tion  and  work  adjustment  services  and 

(2)  making  evaluation  and  work  adjust¬ 
ment  services  accessible  and  available  to 
disadvantaged  individuals  served  by 
other  public  and  private  agencies. 

(g)  “Referral”  means  any  activities 
conducted  for  the  purpose  of  making 
services  of  other  public  and  private 
resources  accessible  and  available  to  dis¬ 
advantaged  individuals  served  by  the 
State  agency. 

(h)  “State  agency”  means  the  State 
evaluation  and  work  adjustment  agency. 

(i)  "State  plan”  means  the  State 
evaluation  and  work  adjustment  plan. 

Subpart  B — The  State  Evaluation  and 
Work  Adjustment  Plan 

§  402.2  The  Slate  plan:  general  require¬ 
ments. 

(a)  Purpose.  A  basic  condition  to  the 
certification  of  Federal  funds  to  a  State 
for  evaluation  and  work  adjustment 
services  is  a  State  plan  found  to  meet 


Federal  requirements.  This  plan  shall 
constitute  a  description  of  the  State’s  vo¬ 
cational  evaluation  and  work  adjustment 
program,  including  the  policies  governing 
the  program  and  the  methods  of  admin¬ 
istration  which  have  been  determined  to 
be  most  efficient  for  achieving  its  goals. 
The  State  plan  shall  provide  assurance 
that,  unless  otherwise  indicated,  admin¬ 
istrative  and  financial  policies,  proce¬ 
dures,  and  requirements,  where  appro¬ 
priate,  shall  be  consistent  with  those 
policies,  procedures,  and  requirements 
specified  in  the  State  plan  for  vocational 
rehabilitation  services  under  Part  401  of 
this  chapter.  In  addition,  the  State  plan 
shall  meet  the  requirements  as  to  con¬ 
tent  hereinafter  stated  and  shall  provide 
for  financial  participation  by  the  State, 
which  may  include  non-Federal  funds 
donated  to  the  State.  The  Administrator 
shall  approve  any  plan  meeting  the  re¬ 
quirements  of  the  act  and  this  part. 

(b)  Form.  The  general  form  and  con¬ 
tent  of  the  State  plans  are  set  forth  in 
the  State  Plan  Guide  which  is  distributed 
to  all  State  agencies. 

(c)  Amendment.  The  plan  shall  pro¬ 
vide  that  it  will  be  amended  whenever 
necessary  to  reflect  a  material  change  in 
any  phase  of  applicable  State  law,  or¬ 
ganization,  policy,  or  agency  operations 
and  that  such  amendments  will  be  sub¬ 
mitted  to  the  Social  and  Rehabilitation 
Service  before  they  are  put  into  effect, 
or  within  a  reasonable  time  thereafter. 

§  402.3  Approval  of  State  plans  and 
amendments. 

Both  the  original  State  evaluation  and 
work  adjustment  plan  and  all  amend¬ 
ments  thereto  shall  be  submitted,  re¬ 
viewed,  and  approved  in  accordance  with 
those  procedures  specified  in  §  401.3 
under  the  State  plan  for  vocational 
rehabilitation  services. 

§  402.4  Withholding  of  funds. 

(a)  When  after  reasonable  notice  and 
opportunity  for  hearing  to  the  State 
agency  it  is  found  that  (1)  the  plan  has 
been  so  changed  that  it  no  longer  com¬ 
plies  with  the  requirements  of  section 
15(c)  of  the  act,  or  (2)  in  the  adminis¬ 
tration  of  the  plan  there  is  a  failure  to 
comply  substantially  with  any  such  pro¬ 
vision,  further  payments  under  section  15 
may  be  withheld  or  limited  as  provided 
by  section  5(c)  of  the  act  for  similar 
action  under  the  State  plan  for  voca¬ 
tional  rehabilitation  services.  The  State 
agency  is  notified  of  the  action  taken. 

(b)  Judicial  review  and  informal  dis¬ 
cussions  pertaining  to  the  withholding  of 
funds  shall  be  conducted  in  accordance 
with  those  procedures  specified  in  §  401.4 
under  the  State  plan  for  vocational 
rehabilitation  services. 

§  402.5  State  evaluation  and  work  ad¬ 
justment  agency. 

(a)  The  State  plan  shall  designate  the 
same  agency  designated  under  section 
5(a)  of  the  act  (other  than  the  State 
blind  commission  or  other  agency  pro¬ 
viding  assistance  or  services  to  the  adult 
blind)  as  the  State  evaluation  and  work 
adjustment  agency  for  purposes  of  ad¬ 
ministering  the  State  plan. 
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cb)  The  State  plan  shall  describe  the 
organizational  structure  of  the  State 
agency  and  the  administrative  relation¬ 
ships  which  have  been  developed  for  the 
proper  and  efficient  administration  of  the 
plan. 

<c)  The  State  plan  shall  further  pro¬ 
vide  (1)  that  the  State  agency  shall  be 
responsible  for  the  selection  of  individ¬ 
uals  to  receive  evaluation  and  work  ad¬ 
justment  services,  the  scope  of  such  serv¬ 
ices  and  the  provision  (either  directly  or 
by  contract)  of  evaluation  and  work  ad¬ 
justment  services  under  the  plan  and 
(2)  that  the  State  agency  shall  main¬ 
tain  fiscal  and  administrative  responsi¬ 
bility  and  shall  be  accountable  for  all 
program  funds. 

§  402.6  Cooperative  and  joint  under¬ 
takings  with  other  agencies. 

(a)  The  State  plan  shall  provide  that 
the  State  agency  will  cooperate,  to  the 
maximum  extent  possible,  with  other 
public  and  private  agencies  concerned 
with  and  serving  disadvantaged  indi¬ 
viduals  and  will  establish  and  maintain 
cooperative  working  relationships  with 
such  other  public  and  private  agencies 
in  order  to  assure  maximum  utilization 
of  resources  for  the  disadvantaged. 

(b)  (1)  The  State  plan  shall  further 
provide  that  the  State  agency  shall  par¬ 
ticipate  in  joint  service  programs  and 
other  joint  undertakings  and  activities 
designed  to  coordinate  the  services  of  the 
State  agency  with  those  of  other  public 
and  private  agencies  serving  the  disad¬ 
vantaged.  To  the  maximum  extent  pos¬ 
sible,  such  cooperative  and  joint  under¬ 
takings  shall  be  planned  with  reference 
to  the  Cooperative  Area  Manpower  Plan¬ 
ning  System,  and  shall  be  reviewed  an¬ 
nually  in  the  light  of  significant  pro¬ 
gram  emphases. 

(2)  Joint  undertakings  shall  be  evi¬ 
denced  by  written  agreements  which 
shall  provide,  among  other  things,  for  re¬ 
ciprocal  referral  services  and  continuing 
liaison,  and  which  shall  (i)  describe  the 
nature  and  scope  of  the  activities  to  be 
conducted  and  the  roles  of  each  agency 
participating  in  the  joint  undertaking; 
(ii)  specify  the  duration  of  the  agree¬ 
ment;  (iii)  provide  that  to  the  extent 
that  evaluation  and  work  adjustment 
services  are  provided  in  the  joint  under¬ 
taking,  the  criteria  of  the  State  agency 
for  the  selection  of  individuals  to  receive 
such  services  and  for  the  provision  of 
such  services  will  be  met;  (iv)  describe 
the  arrangements  for  financing  the  joint 
undertaking;  and  (v)  describe  the  means 
by  which  the  effectiveness  of  such  joint 
undertakings  will  be  evaluated. 

(c)  The  State  plan  shall  further  pro¬ 
vide  that  the  State  agency  shall  assign 
the  highest  priority  to  developing  co¬ 
operative  activities  with  those  agencies 
sponsoring  or  administering  a  concen¬ 
trated  employment  program,  a  work  in¬ 
centive  program,  or  other  related  man¬ 
power  programs  with  similar  objectives. 

(d )  In  States  where  there  is  a  separate 
vocational  rehabilitation  agency  for  the 
blind,  the  State  plan  shall  provide  that 
the  State  agency  and  the  State  agency 
for  the  blind  will  jointly  plan  programs 
and  activities  for  disadvantaged  indi¬ 


viduals  who  are  also  blind  in  order  to  as¬ 
sure  that  such  individuals  receive  the 
services  most  appropriate  to  their  needs. 
Arrangements  for  services,  consistent 
with  the  regulations  in  this  part,  which 
arise  from  such  joint  planning  shall 
specify  the  respective  roles  of  each 
agency  and  financial  arrangements  for 
providing  evaluation  and  work  adjust¬ 
ment  services  to  blind  disadvantaged 
individuals. 

§  402.7  Standards  of  personnel  admin¬ 
istration. 

The  State  plan  shall  assure  that  the 
State  agency’s  standards  of  personnel 
administration  shall  be  consistent  with 
those  standards  specified  in  §  401.12 
under  the  State  plan  for  vocational 
rehabilitation  services.  To  the  maximum 
extent  feasibile,  subprofessional  person¬ 
nel  will  be  utilized  in  the  provision  of 
evaluation  and  work  adjustment  serv¬ 
ices.  The  State  agency  will  review  its 
policies  in  order  to  encourage  the  fullest 
participation  of  such  personnel  in  the 
vocational  evaluation  and  work  adjust¬ 
ment  program. 

§  402.8  Standards  for  facilities  and 
personnel. 

The  State  plan  shall  provide  that  the 
State  agency  will  establish  and  maintain 
minimum  standards  for  the  various  types 
of  facilities  and  personnel  utilized  in 
providing  services  to  disadvantaged  indi¬ 
viduals,  and  shall  assure  that  such  stand¬ 
ards,  insofar  an  applicable,  shall  be 
consistent  with  those  standards  speci¬ 
fied  in  §  401.42  under  the  State  plan  for 
vocational  rehabilitation  services. 

§  402.9  Order  of  selection  for  services 

(a)  The  State  plan  shall  set  forth  the 
criteria  to  be  used  in  selecting  those  dis¬ 
advantaged  individuals  to  whom  services 
will  be  provided  when  services  cannot  be 
provided  to  all  disadvantaged  individuals 
who  apply.  Such  criteria  shall  assure 
that  disadvantaged  individuals  who  are 
clients  or  prospective  clients  of  con¬ 
centrated  employment  programs,  work 
incentive  programs,  manpower  agencies, 
public  assistance  agencies,  or  other 
agencies  providing  manpower  develop¬ 
ment,  training  or  employment  services  to 
the  disadvantaged  shall  receive  primary 
consideration  in  selection  for  services. 

(b)  The  State  plan  shall  provide  that 
evaluation  and  work  adjustment  services 
will  be  provided  without  regard  to 
wrhether  a  disadvantaged  individual  is  in 
financial  need.  The  State  plan  shall  pro¬ 
vide,  however,  that  an  individual’s  finan¬ 
cial  need  shall  be  a  consideration  in 
determining  the  priority  for  selection  for 
services  when  services  cannot  be  pro¬ 
vided  to  all  disadvantaged  individuals 
who  apply  for  them  in  order  to  give 
preference  to  those  disadvantaged  indi¬ 
viduals  who  are  in  financial  need. 

§  402.10  Reports. 

(a)  The  State  plan  shall  provide  that 
the  State  agency  will  make  such  reports 
in  such  form  and  containing  such  in¬ 
formation  as  the  Administrator  may  rea¬ 
sonably  require,  and  will  comply  with 
such  provisions  as  the  Administrator 


may  find  necessary  to  assure  the  correct¬ 
ness  and  verification  of  such  reports. 

(b)  The  State  plan  shall  further 
provide  that  all  State  agency  records, 
statistics  and  other  reports  shall  be 
maintained  in  such  a  manner  as  to  dis¬ 
tinguish  handicapped  individuals  from 
other  disadvantaged  individuals  served 
by  the  vocational  evaluation  and  work 
adjustment  program.  To  the  extent  prac¬ 
ticable,  such  records,  statistics  and  other 
reports  will  be  compatible  with  reporting 
systems  and  methods  utilized  both  by 
manpower  agencies  serving  the  disad¬ 
vantaged  and  State  vocational  rehabili¬ 
tation  agencies. 

Subpart  C — State  Plan  Content: 

Services  and  Procedures 

§  402.20  Processing  referrals  and  appli¬ 
cations. 

The  State  plan  shall  describe  the 
methods  to  be  followed  to  assure  the 
prompt  processing  of  referrals  and  appli¬ 
cations  for  evaluation  and  work  adjust¬ 
ment  services. 

§  402.21  Acceptance  for  evaluation  and 
work  adjustment  services. 

(a)  General  provisions.  The  State  plan 
shall  describe  the  policies  and  methods 
which  the  State  agency  will  follow  in  pro¬ 
viding  evaluation  and  work  adjustment 
services  to  a  disadvantaged  individual. 
The  State  plan  shall  assure  that  services 
will  be  provided  by  the  State  agency 
without  regard  to  sex,  race,  creed,  color, 
or  national  origin  of  the  disadvantaged 
individual. 

(b)  Basic  conditions.  The  State  plan 
shall  provide  that  acceptance  or  non- 
acceptance  for  evaluation  and  work  ad¬ 
justment  services  shall  be  based  upon  a 
preliminary  screening  to  determine  that: 

(1)  The  individual  is  disadvantaged; 

(2)  the  individual  has  a  handicap  to 
employment;  and  (3)  the  individual 
needs  evaluation  and  work  adjustment 
services.  Such  determination  shall  be  in 
writing  and  shall  include  a  statement 
of  acceptance  or  nonacceptance  for  fur¬ 
ther  evaluation  and  work  adjustment 
services. 

(c)  Notification  of  determination.  The 
State  plan  shall  provide  that  in  those 
cases  where  individuals  have  been  re¬ 
ferred  for  services  by  another  public  or 
private  agency,  the  State  agency  shall 
notify  such  other  agency  of  its  deter¬ 
mination.  Where  individuals  have  made 
direct  application  for  services,  the  State 
agency  shall  notify  such  individuals  of 
its  determination. 

§  402.22  Comprehensive  diagnostic 
study. 

(a)  The  State  plan  shall  provide  that 
there  will  be  a  comprehensive  and  thor¬ 
ough  diagnostic  study  of  each  disadvan¬ 
taged  individual  which  will  consist  of 
evaluation  of  those  pertinent  medical, 
psychological,  vocational,  educational, 
cultural,  social,  and  environmental  fac¬ 
tors  which  bear  on  his  handicap  to 
employment  and  his  rehabilitation 
potential. 

(b)  The  State  plan  shall  provide  that, 
in  all  cases,  general  medical  information 
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shall  be  obtained  to  appraise  the  current 
medical  status  of  the  disadvantaged  in¬ 
dividual. 

(c)  The  State  plan  shall  further  pro¬ 
vide  that,  in  all  cases,  such  diagnostic 
study  shall  include,  to  the  degree  need¬ 
ed,  an  evaluation  of  the  individual’s  edu¬ 
cational  achievements,  work  experience, 
vocational  aptitudes  and  interests,  in¬ 
tellectual  abilities,  personality  charac¬ 
teristics,  attitudes,  personal  and  social 
adjustments,  employment  opportunities, 
motivation  for  additional  services,  and 
such  other  pertinent  data  as  may  be 
helpful  in  determining  the  nature  and 
scope  of  services  needed. 

§  402.23  Other  evaluation  and  work  ad¬ 
justment  services. 

(a)  The  State  plan  shall  describe  the 
other  evaluation  and  work  adjustment 
services  to  be  furnished  to  disadvan¬ 
taged  individuals,  as  needed,  in  order: 
(1)  To  appraise  an  individual’s  patterns 
of  work  behavior  and  ability  to  acquire 
occupational  skills  and  (2)  to  develop 
an  individual’s  work  attitudes,  work 
habits,  work  tolerance,  and  social  and 
other  behavior  patterns  suitable  to  pre¬ 
pare  him  for  job  training  and  future 
job  performance. 

(b)  The  State  plan  shall  describe  the 
provisions  for  furnishing,  whenever  ap¬ 
propriate,  simulated  or  real  work  expe¬ 
rience  necessary  to  assess  and  develop  a 
disadvantaged  individual’s  capacities  to 
perform  adequately  in  a  work  environ¬ 
ment. 

(c)  The  State  plan  shall  describe  the 
provisions  for  furnishing  services  to 
family  members  of  a  disadvantaged  in¬ 
dividual  when  the  provision  of  such 
services  is  necessary  for  the  effective 
evaluation  and  work  adjustment  of  the 
disadvantaged  individual. 

(d)  The  State  plan  shall  describe  the 
provisions  for  furnishing  to  a  disadvan¬ 
taged  individual  such  other  goods  and 
services  as  are  determined  to  be  neces¬ 
sary  for  the  effective  evaluation  and 
work  adjustment  of  such  an  individual 
and  as  are  necessary  for  ascertaining: 
(1)  The  nature  of  such  an  individual’s 
handicap  to  employment  and  (2) 
whether  it  may  reasonably  be  expected 
that  the  individual  can  benefit  from 
vocational  rehabilitation  services  in  the 
case  where  the  disadvantaged  individ¬ 
ual  is  a  handicapped  individual,  or 
other  services  in  the  case  of  other  dis¬ 
advantaged  individuals. 

§  402.24  Recording  of  case  data. 

The  State  plan  shall  provide  that 
the  State  agency  will  maintain  records 
which  will  provide  pertinent  information 
about  the  individual  and  the  services 
provided.  For  those  individuals  accepted 
for  services  on  the  basis  of  the  prelimi¬ 
nary  screening,  to  the  extent  possible, 
such  records  shall  include:  (a)  Data  sup¬ 
porting  the  determination  that  the  in¬ 
dividual  is  disadvantaged  and  other 
data  secured  in  the  preliminary  screen¬ 
ing:  (b)  an  enumeration  and  description 
of  the  evaluation  and  work  adjustment 
services  which  have  been  provided  to  the 
disadvantaged  individual  (including  any 
services  provided  to  members  of  the  dis¬ 


advantaged  individual’s  family  and  justi¬ 
fication  for  the  provision  of  such  serv¬ 
ices)  :  (c)  a  terminal  report  which 

includes  a  summary  of  pertinent  findings 
and  recommendations  for  further  serv¬ 
ices  or  referral:  and  (d)  the  reasons  and 
justifications  for  terminating  services. 

§  402.23  Reports  to  other  agencies. 

The  State  plan  shall  provide  that, 
when  indicated,  other  public  or  private 
agencies  will  be  provided  special  progress 
reports  concerning  disadvantaged  indi¬ 
viduals,  who  have  been  referred  by  such 
other  agencies  for  evaluation  and  work 
adjustment  services,  when  such  other 
agencies  maintain  a  continuing  relation¬ 
ship  with  the  individual.  The  State 
agency  shall  also  submit  a  comprehen¬ 
sive  final  report,  describing  the  evalua¬ 
tion  and  work  adjustment  services 
provided  to  the  disadvantaged  individ¬ 
ual  and  recommendations  for  additional 
services,  to  both  the  referring  agency 
and  to  the  public  and  private  agencies 
to  which  the  State  agency  has  referred 
disadvantaged  individuals  for  such  addi¬ 
tional  services. 

§  402.26  Referral  to  other  ageneies. 

(a)  The  State  plan  shall  provide  that 
disadvantaged  individuals  who  are  found 
to  be  handicapped  individuals  shall  be 
referred  to  the  appropriate  State  voca¬ 
tional  rehabilitation  agency  at  such  time 
as  the  State  agency  determines  they  will 
be  served  more  effectively  by  vocational 
rehabilitation  services. 

(b)  The  State  plan  shall  provide  that, 
if  possible,  before  evaluation  and  work 
adjustment  services  are  terminated,  ar¬ 
rangements  will  be  made  to  refer  the 
individual  to  an  appropriate  agency  in 
order  that  necessary  additional  services 
may  be  provided.  In  the  event  that  such  a 
referral  has  not  been  made,  the  case 
record  shall  indicate  the  reasons 
therefor. 

Subpart  D — Financing  of  State  Vo¬ 
cational  Evaluation  and  Work  Ad¬ 
justment  Programs 

§  402.30  Evaluation  and  work  adjust¬ 
ment  services. 

(a)  Federal  financial  participation 
will  be  available  in  expenditures  made 
under  an  approved  State  plan  for  provid¬ 
ing  the  following  evaluation  and  work 
adjustment  services  to  disadvantaged 
individuals:  (1)  Vocational  evaluation 
and  related  diagnostic  services:  (2)  work 
adjustment  services,  including,  as  neces¬ 
sary,  the  utilization  of  simulated  or  real 
work  experience:  (3)  outreach;  (4)  re¬ 
ferral:  (5)  advocacy;  (6)  other  goods  or 
services  necessary  to  ascertain  the  nature 
of  the  disadvantaged  individual’s  handi¬ 
cap  to  employment  and  to  determine 
those  additional  services  from  which  the 
disadvantaged  individual  can  be  ex¬ 
pected  to  benefit;  (7)  such  services  to 
family  members  of  a  disadvantaged  in¬ 
dividual  as  are  necessary  for  the  voca¬ 
tional  evaluation  and  work  adjustment 
of  the  disadvantaged  individual;  and  (8) 
the  administration  of  the  vocational 
evaluation  and  work  adjustment  services 
program,  including  such  minor  alteration 


or  renovation  of  existing  buildings, 
equipment,  and  such  other  support  as  is 
necessary  to  increase  the  effective  use  of 
rehabilitation  facilities  providing  eval¬ 
uation  and  work  adjustment  services. 

(b)  Federal  financial  participation 
will  also  be  available  in  expenditures  for 
evaluation  and  work  adjustment  serv¬ 
ices  made  under  the  State  plan,  which 
are  furnished  by  the  State  agency  for 
other  agencies  of  the  State  serving 
disadvantaged  individuals. 

(c)  Federal  financial  participation 
will  not  be  available  in  expenditures  for 
the  establishment  or  construction  of  re¬ 
habilitation  facilities,  or  for  the  cost  of 
any  evaluation  and  work  adjustment 
services  for  which  payment  has  been 
made  to  the  State  agency  by  another 
public  or  private  agency,  or  for  which 
payment  is  made  under  any  other  part  of 
this  chapter. 

§  402.31  Slate  and  local  funds. 

(a)  In  order  to  receive  the  Federal 
share  of  expenditures  under  the  State 
plan,  expenditures  from  State  or  local 
funds,  including  funds  donated  to  the 
State,  under  such  plan  equal  to  the 
State’s  share  must  be  made.  Such  funds 
may  not  consist  of  Federal  funds  or  of 
non-Federal  funds  that  are  applied  to 
match  other  Federal  funds,  except  as 
may  be  specifically  authorized  by 
Congress. 

(b)  For  the  purposes  of  this  section, 
“State  or  local  funds”  means  (1)  funds 
made  available  by  appropriation  directly 
to  the  State  agency,  funds  made  available 
by  allotment  or  transfer  from  a  general 
departmental  appropriation,  or  funds 
otherwise  made  available  to  the  State 
agency  by  any  unit  of  State  or  local  gov¬ 
ernment;  (2)  non-Federal  funds  do¬ 
nated  to  the  State,  which  are  deposited 
in  the  account  of  the  State  agency  in 
accordance  with  State  law,  for  expendi¬ 
ture  by,  and  at  the  sole  discretion  of,  the 
State  agency:  Provided,  however.  That 
such  donations  may  be  earmarked  for 
meeting  the  State’s  share  for  providing 
particular  services,  for  providing  serv¬ 
ices  for  special  groups  which  are  identi¬ 
fied  on  the  basis  of  criteria  which  would 
be  acceptable  for  the  earmarking  of  pub¬ 
lic  funds,  or  for  use  at  a  specific  facility, 
or  for  carrying-on  types  of  administra¬ 
tive  activities  so  identified:  Provided  fur¬ 
ther,  That  nothing  in  this  paragraph 
shall  authorize  the  further  earmarking 
of  funds  for  a  particular  individual  or  for 
members  of  a  particular  organization, 
and  that  Federal  financial  participation 
will  not  be  available  in  expenditures  that 
revert  to  the  donor’s  use  or  facility  where 
the  donor  is  a  private  agency,  organiza¬ 
tion,  or  individual. 

§  402.32  Allotment  of  Federal  funds  for 
evaluation  and  work  adjustment 
services. 

(a)  For  each  fiscal  year  each  State 
shall  be  entitled  to  an  allotment  of  an 
amount  bearing  the  same  ratio  to  the 
amount  authorized  by  the  act  to  be  ap¬ 
propriated  for  that  fiscal  year  for  making 
grants  to  States  for  meeting  the  cost  of 
evaluation  and  work  adjustment  serv¬ 
ices  under  section  15  of  the  act  as 
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the  product  of  the  population  of  the 
State  and  the  allotment  percentage  bears 
to  the  sum  of  the  corresponding  products 
for  all  States.  The  allotment  percentage 
shall  be  the  same  allotment  percentage 
as  is  applied  under  the  State  plan  for 
vocational  rehabilitation  services  and 
shall  be  promulgated  in  the  same  manner 
(see  §  401.85). 

(b)  The  allotment  to  any  State  for 
any  fiscal  year  which  is  less  than  $50,000 
(or  such  other  amount  as  may  be  speci¬ 
fied  as  a  minimum  allotment  in  the  act 
appropriating  sums  for  such  year)  shall 
be  increased  to  that  amount,  the  total, 
of  the  increase  thereby  required  being 
derived  by  proportionately  reducing  the 
allotments  of  each  of  the  remaining 
States,  but  with  such  adjustments  as 
may  be  necessary  to  prevent  the  allot¬ 
ment  of  any  such  remaining  States  from 
being  thereby  reduced  to  less  than  that 
amount. 

§  402.33  Payments  from  allotments. 

The  Administrator  shall  pay  to  each 
State  an  amount  equal  to  the  Federal 
share  of  the  cost  of  evaluation  and  work 
adjustment  services  under  its  approved 
State  plan.  The  Federal  share  for  each 
State  for  the  fiscal  year  ending  June  30, 
1969  and  for  each  subsequent  fiscal  year 
shall  be  90  per  centum.  The  total  of 
payments  to  a  State  for  any  fiscal  year 
may  not  exceed  its  allotment  under 
§  402.32  for  such  year. 

§  402.34  Method  of  computing  and 
making  payments. 

(a)  Estimates.  The  Administrator 
shall  prior  to  each  fiscal  quarter  or  other 
period  prescribed  by  him,  estimate  the 
amount  to  be  paid  each  State  from  its 
allotment  for  evaluation  and  work  ad¬ 
justment  services  under  section  15  of  the 
act.  This  estimate  will  be  based  on  such 
records  of  the  State  and  information 
furnished  by  it,  and  such  other  investi¬ 
gation,  as  the  Administrator  may  find 
necessary. 

(b)  Payments.  The  Administrator 
shall  pay,  from  the  allotment  available 
therefor,  the  amount  so  estimated  for 
such  period.  In  making  any  such  pay¬ 
ment,  such  additions  and  subtractions 
will  be  made  as  the  State’s  accounting 
for  any  prior  period  and  audit  thereof 
may  indicate  as  necessary  in  balancing 
the  Federal-State  account  for  any  such 
prior  period.  Payments  shall  be  made 
prior  to  audit  or  settlement  by  the  Gen¬ 
eral  Accounting  Office,  shall  be  made 
through  the  disbursing  facilities  of  the 
Treasury  Department,  and  shall  be 
made  in  such  installments  as  the 
Administrator  may  determine. 
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Subpart  A — Grants  for  Expansion  of 
Vocational  Rehabilitation  Services 

§  403.1  Terms. 

For  purposes  of  this  subpart — 

(a)  The  terms  “act,”  “Administrator,” 
“construction  of  a  rehabilitation  facil¬ 
ity,”  “gainful  occupation,”  “handicapped 
individuals,”  “nonprofit,”  “Regional 
Commissioner,”  “rehabilitation  facility,” 
“vocational  rehabilitation  services,”  and 
“workshop,”  except  where  the  context 
indicates  otherwise,  have  the  same  mean¬ 
ing  as  set  forth  in  §  401.1  of  this  chapter. 

(b)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Virgin  Is¬ 


lands,  Puerto  Rico,  Guam,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

(c)  “State  agency”  or  “State  voca¬ 
tional  rehabilitation  agency”  has  the 
same  meaning  as  set  forth  in  §  401.1  (v) 
of  this  chapter  and,  in  addition,  means 
the  Governor  of  American  Samoa  and 
the  High  Commissioner  of  the  Trust  Ter¬ 
ritory  of  the  Pacific  Islands. 

§  403.2  Purpose. 

Under  section  4(a)(2)(A)  of  the  act, 
grants  may  be  made  to  States  and  pub¬ 
lic  and  other  nonprofit  organizations  and 
agencies  for  the  purpose  of  planning, 
preparing  for,  and  initiating  special  pro¬ 
grams  to  expand  vocational  rehabilita¬ 
tion  services  where  such  programs  show 
promise  of  substantially  increasing  the 
number  of  persons  vocationally  rehabili¬ 
tated. 

§  403.3  Non-Federal  funds. 

In  the  case  of  any  project  under  this 
subpart  for  which  Federal  funds  are 
granted  to  pay  part  of  the  cost,  the 
matching  grantee  funds  may  not  consist 
of  other  Federal  funds  or  of  non-Federal 
funds  that  are  applied  to  match  other 
Federal  funds,  except  as  may  be  specifi¬ 
cally  authorized  by  Congress.  No  Federal 
assistance  may  be  furnished  under  this 
subpart  for  activities  for  which  payment 
is  made  under  another  subpart  of  this 
part,  another  part  of  this  chapter,  or 
other  authority. 

§  403.4  Application  procedure. 

Application  for  a  grant  under  this  pro¬ 
gram  may  be  submitted  by  a  State  voca¬ 
tional  rehabilitation  agency  or  other  pub¬ 
lic  or  private  nonprofit  organization  or 
agency  which  is  now  providing  or  is  ca¬ 
pable  of  providing  vocational  rehabilita¬ 
tion  services  leading  to  the  placement  of 
disabled  persons  in  gainful  occupations. 
The  application  shall  be  made  in  the 
form  and  detail  required  by  the  Admin¬ 
istrator  and  shall  be  submitted  to  the 
Regional  Commissioner  for  review  for 
approval.  If  the  applicant  is  an  organi¬ 
zation  or  agency  other  than  a  State  voca¬ 
tional  rehabilitation  agency,  the  applica¬ 
tion  must  have  prior  approval  of  the  ap¬ 
propriate  State  vocational  rehabilitation 
agency  or  agencies  before  submittal  to 
the  Regional  Commissioner.  Applicants, 
when  other  than  a  State  vocational  re¬ 
habilitation  agency,  shall  secure  prior 
consultation  and  assistance  from  the  ap¬ 
propriate  State  vocational  rehabilitation 
agency  or  agencies  and  the  Regional 
Commissioner  in  the  development  of 
their  proposals  and  the  preparation  of 
their  applications.  Each  applicant  will 
be  notified  in  writing  of  the  action  on  its 
application. 

§  403.5  Application  content. 

The  application  shall  (a)  describe  the 
organization  that  will  conduct  the  activi¬ 
ties,  showing  the  nature  and  scope  of  its 
present  vocational  rehabilitation  services 
and  the  number  of  State  agency  clients 
and  others  rehabilitated  into  gainful 
occupations  in  the  past  2  years;  (b) 
describe  the  specific  activities  to  be 
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undertaken,  showing  how  these  activi¬ 
ties  will  increase  directly  the  numbers  of 
disabled  persons  prepared  for  and  placed 
in  gainful  occupations;  (c)  provide  for 
qualified  and  adequate  staff,  including  a 
project  director,  and  adequate  supervi¬ 
sion  to  accomplish  the  purpose  of  the 
project;  (d)  in  the  case  of  a  grant  for 
a  private,  nonprofit  rehabilitation 
facility  which  is  or  which  includes  a 
workshop,  specify  that  applicable  Federal 
and  State  wage  and  hour  standards  will 
be  observed  or,  in  the  case  of  a  grant  for 
a  rehabilitation  facility  which  is  or 
which  includes  a  workshop  and  is 
operated  by  a  State,  county,  or  munici¬ 
pal  government,  give  assurance  that  the 
facility  will  comply  with  wage  and  hour 
standards  specified  by  the  Adminis¬ 
trator,  which  will  be  at  least  equal  to 
those  imposed  by  the  Fair  Labor  Stand¬ 
ards  Act;  (e)  specify  the  duration  of 
the  project;  (f)  set  forth  the  budget 
for  the  project  and  the  methods  for 
meeting  costs;  (g)  show  plans  for  con¬ 
tinuation  of  the  project  activity,  if  ap¬ 
propriate,  including  anticipated  sources 
of  funding,  after  expiration  of  the  proj¬ 
ect  grant;  (h)  describe  arrangements 
for  reporting  to  the  State  agency  or 
agencies  requested  information  regard¬ 
ing  the  persons  served  and  those  voca¬ 
tionally  rehabilitated  under  the  project; 

(i)  contain  an  agreement  to  make  such 
reports  and  to  keep  such  records  and 
accounts  as  the  Administrator  may  re¬ 
quire  and  to  make  such  records  and  ac¬ 
counts  available  for  audit  purposes;  and 

(j)  provide  such  other  information  as 
the  Administrator  may  find  necessary 
to  assure  that  the  project  meets  require¬ 
ment  for  approval. 

§  403.6  Project  activities. 

(a)  Expansion  projects  may  include 
but  are  not  limited  to  such  activities  as 
the  following,  provided  they  may  be  rea¬ 
sonably  expected  to  result  in  a  sub¬ 
stantial  increase  in  the  numbers  of  per¬ 
sons  vocationally  rehabilitated;  (1)  The 
expansion  and  extension  of  present  voca¬ 
tional  rehabilitation  services  in  order  to 
serve  additional  disabled  people;  (2)  the 
demonstration  of  newly  developed  reha¬ 
bilitation  techniques  and  methods  that 
have  been  found  to  be  effective;  (3) 
the  initiation  of  new  vocational  rehabil¬ 
itation  services  or  activities;  (4)  the 
initiation  or  expansion  of  vocational 
rehabilitation  programs  for  groups  of 
individuals  with  special  problems,  such 
as  the  disabled  socially  and  culturally 
disadvantaged,  disabled  public  offenders, 
or  disabled  public  assistance  recipients; 
(5)  the  extension  of  vocational 
rehabilitation  programs  and  activities  to 
areas  of  urban  or  rural  poverty;  and  (6) 
the  employment  of  additional  staff  in 
rehabilitation  facilities  and  other  serv¬ 
ice  programs. 

(b)  Expansion  projects  may  not  in¬ 
clude:  (1)  Construction  or  substantial 
alteration  of  rehabilitation  facilities  or 
other  buildings,  or  the  acquisition  of 
land  or  existing  buildings;  (2)  research 
unless  such  activity  is  an  essential  com¬ 
ponent  of  a  project  primarily  designed 
to  provide  services  that  will  increase  the 
number  of  handicapped  individuals  who 


will  be  vocationally  rehabilitated;  (3) 
staff  training;  or  (4)  activities  designed 
primarily  to  improve  administration  un¬ 
less  it  can  be  clearly  shown  that  such 
improvement  in  administration  will 
result  directly  in  an  increased  number 
of  handicapped  individuals  vocationally 
rehabilitated. 

§  403.7  Federal  financial  participation. 

The  following  conditions  will  govern 
Federal  financial  participation  in  ap¬ 
proved  expansion  activities;  (a)  Federal 
financial  participation  will  be  available 
for  only  those  expansion  activities  ap¬ 
proved  in  the  project  application  and 
only  in  the  total  amount  approved  in 
the  project  application;  (b)  Federal  par¬ 
ticipation  in  any  single  expansion  proj¬ 
ect  shall  be  limited  to  a  maximum  of  3 
years;  (c)  the  Federal  share  of  the  ap¬ 
proved  project  costs  shall  not  exceed 
90  per  centum;  and  (d)  the  respective 
Federal  and  grantee  shares  are  not  ap¬ 
plied  to  separate  parts  of  the  project  but 
are  treated  as  total  project  expenditures. 

If  the  grantee  is  a  State  vocational  re¬ 
habilitation  agency,  grants  shall  be  made 
only  if  the  Administrator  is  satisfied  that 
the  State  agency  will  comply  with  such 
conditions  concerning  the  utilization  of 
allotments  and  the  expenditure  of  State 
funds  as  the  Administrator  may  find 
necessary  to  assure  that  State  funds  will 
be  effectively  used  to  earn  allotments 
under  section  2  of  the  act. 

§  403.8  Project  revisions. 

A  revision  to  an  approved  project  shall 
be  submitted  whenever  necessary  to  re¬ 
flect  any  material  change  in  the  scope 
of  the  project  or  in  its  operation  or  ad¬ 
ministration. 

§  403.9  Termination. 

If  for  any  reason  the  grantee  dis¬ 
continues  an  approved  project,  the 
grantee  shall  notify  the  Regional  Com¬ 
missioner  and  the  State  agency  in  writ¬ 
ing,  giving  the  reasons  for  termination, 
an  accounting  of  funds  granted  for  the 
project,  and  other  pertinent  information. 
The  grant  may  be  terminated,  in  whole  or 
in  part,  at  any  time  at  the  discretion  of 
the  Administrator.  The  grantee  and  the 
State  agency  will  be  given  prompt  notice 
of  the  termination,  including  the  rea¬ 
sons  therefor.  Such  termination  shall  not 
affect  obligations  incurred  prior  to  the 
termination  of  the  grant.  Upon  termi¬ 
nation  or  completion  of  a  project,  the 
proportion  of  unexpended  funds  attrib¬ 
utable  to  the  Federal  grant  shall  be 
refunded. 

§403.10  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award  shall 
also  specify  the  project  period  for  which 
support  is  contemplated  if  the  activity  is 
satisfactorily  carried  out  and  Federal 
funds  are  available.  For  continuation 
support,  grantees  must  make  separate 
application  in  the  form  and  detail  re¬ 
quired  by  the  Administrator. 


§  403.11  Reports. 

In  the  case  of  any  project  a  final  ac¬ 
tivity  report  shall  be  submitted  not  later 
than  90  days  following  termination  of 
the  project.  A  progress  report  shall  also 
be  submitted  with  each  request  for  a  con¬ 
tinuation  grant.  Financial  and  other  re¬ 
ports  shall  be  submitted  at  the  intervals 
prescribed  by  the  Administrator.  All  re¬ 
ports  shall  be  submitted  to  the  Regional 
Commissioner  in  the  form  and  contain¬ 
ing  the  information  specified  by  the  Ad¬ 
ministrator  with  a  copy  to  the  State 
agency. 

§  403.12  Payments. 

Payment  of  the  Federal  share  of  an 
approved  expansion  project  may  be  made 
in  advance  for  estimated  costs  of  oper¬ 
ation,  or  as  reimbursement  to  the  grantee 
and  shall  be  subject  to  such  require¬ 
ments  as  the  Administrator  may  estab¬ 
lish. 

§  403.13  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577),  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be  held 
accountable  for  interest  earned  on  grant 
funds,  pending  their  disbursement  for 
program  purposes.  A  State,  as  defined  in 
the  Intergovernmental  Cooperation  Act, 
section  102,  means  any  one  of  the  several 
States,  the  District  of  Columbia,  Puerto 
Rico,  any  territory  or  possession  of  the 
United  States,  or  any  agency  or  instru¬ 
mentality  of  a  State,  but  does  not  include 
the  governments  of  the  political  subdivi¬ 
sions  of  the  State.  All  other  grantees 
must  return  to  the  Social  and  Rehabili¬ 
tation  Service  all  interest  earned  on 
grant  funds. 

§  403.14  Distribution  of  funds. 

Federal  funds  for  expansion  projects 
(except  for  a  reserve  for  priority  proj¬ 
ects)  will  be  distributed  initially  each 
year  on  the  basis  of  population  so  that 
there  will  be  opportunity  in  each  State 
to  plan  for  orderly  expansion  of  voca¬ 
tional  rehabilitation  services  and  to  sub¬ 
mit  approvable  applications  under  this 
subpart.  Funds  may  be  redistributed  from 
time  to  time  during  the  year  if  they  are 
not  to  be  used  within  the  State. 

§  403.15  Factors  considered  in  evaluat¬ 
ing  proposals. 

In  evaluating  proposals  for  expansion 
grants  a  number  of  factors  will  be  con¬ 
sidered  by  the  Social  and  Rehabilitation 
Service,  such  as  the  following:  The  ex¬ 
tent  to  which  a  project  proposal  will  re¬ 
sult  in  an  increased  number  of  persons 
vocationally  rehabilitated;  the  merit  of 
a  proposal  in  relation  to  other  expansion 
proposals  in  the  State;  the  distribution 
of  expansion  projects  among  the  States 
and  among  various  program  areas,  in¬ 
cluding  disability  groups;  the  extent  to 
which  proposals  reflect  stated  priority 
concerns  of  the  Social  and  Rehabilita¬ 
tion  Service;  the  amount  of  Federal 
funds  available  for  support  of  expansion 
projects;  and  alternate  sources  of  financ¬ 
ing  for  the  proposed  project  activities. 
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Subpart  B — Project  Grants  for  Services 
for  Migratory  Agricultural  Workers 

§  403.20  Terms. 

For  purposes  of  this  subpart — 

(a)  The  terms  “act,”  “Administrator,” 
“handicapped  individual,”  “local  reha¬ 
bilitation  agency,”  “Regional  Commis¬ 
sioner,”  “State,”  “State  agency,”  “State 
vocational  rehabilitation  agency,”  and 
“vocational  rehabilitation  services,”  ex¬ 
cept  where  the  context  indicates  other¬ 
wise,  shall  have  the  same  meanings  as 
set  forth  in  §  401.1  of  this  chapter. 

(b)  “Pilot  or  demonstration  project” 
means  a  project  to  provide  vocational 
rehabilitation  services  to  handicapped 
migratory  agricultural  workers  and  to 
members  of  their  families  and  to  develop 
improved  methods  and  techniques  for  the 
delivery  of  such  services. 

(c)  “Migratory  agricultural  worker” 
means  a  person  who  occasionally  or  ha¬ 
bitually  leaves  his  place  of  residence  on  a 
seasonal  or  other  temporary  basis  to  en¬ 
gage  in  ordinary  agricultural  operations 
or  in  services  incident  to  the  preparation 
of  farm  commodities  for  the  market  in 
another  locality  in  which  he  resides  dur¬ 
ing  the  period  of  such  employment.  (See 
29  CFR  Part  11.) 

(d)  “Family  members”  or  “members 
of  the  family”  means  any  relative  by 
blood  or  marriage  of  a  handicapped  mi¬ 
gratory  agricultural  worker  and  other 
individuals  living  in  the  same  household 
with  whom  the  handicapped  migratory 
agricultural  worker  has  a  close  inter¬ 
personal  relationship,  and  who  are  with 
the  worker,  or  have  accompanied  the 
worker  on  his  migratory  tour  to  the  point 
in  time  at  which  the  State  agency  comes 
into  contact  with  him. 

(e)  “Transportation”  means  the  nec¬ 
essary  travel  and  related  costs  in  con¬ 
nection  with  transporting  handicapped 
individuals  who  are  migratory  agricul¬ 
tural  workers  and  members  of  their 
families  who  are  with  them  for  the  pur¬ 
pose  of  achieving  the  vocational  reha¬ 
bilitation  objective  of  the  handicapped 
migratory  agricultural  worker.  Trans¬ 
portation  includes  costs  of  travel  and 
subsistence  during  travel  (or  per  diem 
allowances  in  lieu  of  subsistence),  and 
includes  relocation  and  moving  expenses 
necessary  for  the  achievement  of  a  voca¬ 
tional  rehabilitation  objective. 

§  403.21  Purpose. 

Project  grants  authorized  in  section  17 
of  the  act  shall  be  made  for  the  purpose 
of  paying  part  of  the  cost  of  pilot  or 
demonstration  projects  for  the  provision 
of  vocational  rehabilitation  services  to 
handicapped  individuals  who  are  migra¬ 
tory  agricultural  workers  and  to  mem¬ 
bers  of  their  families  (whether  or  not 
handicapped),  where  such  services  are 
necessary  to  the  vocational  rehabilitation 
of  the  handicapped  migratory  agricul¬ 
tural  worker. 

§  403.22  Non-Federal  funds. 

In  the  case  of  any  project  under  this 
part,  the  matching  grantee  funds  may 
not  consist  of  other  Federal  funds  or  of 
non-Federal  funds  that  are  applied  to 


match  other  Federal  funds,  except  as 
may  be  specifically  authorized  by  Con¬ 
gress.  No  Federal  financial  assistance 
may  be  furnished  under  this  subpart  for 
activities  for  which  payment  is  made 
under  another  subpart  of  this  part, 
another  part  of  this  chapter,  or  other 
authority. 

§  403.23  Application  procedure. 

(a)  A  State  agency  may  submit  an 
application  to  the  Regional  Commissioner 
at  any  time. 

<  b)  A  local  rehabiliation  agency  shall 
submit  an  application  to  the  State 
agency  for  State  agency  approval,  and 
the  State  agency  shall  forward  such  ap¬ 
plications  to  the  Regional  Commissioner. 

(c)  Final  approval  of  all  applications 
shall  be  made  by  the  Administrator. 
Each  applicant  will  be  notified  in  writing 
of  the  action  on  its  application. 

§  403.24  Joint  projects  in  two  or  more 
States. 

A  State  agency  may,  if  it  so  desires, 
enter  into  an  agreement  with  the  voca¬ 
tional  rehabilitation  agencies  of  one  or 
more  other  States  to  develop  a  coopera¬ 
tive  program  for  the  provision  of  voca¬ 
tional  rehabilitation  sendees  to  handi¬ 
capped  migratory  agricultural  workers 
and  members  of  their  families. 

§  403.25  Application  content. 

Applications  shall  be  made  in  appro¬ 
priate  form  and  detail  and  shall  (a) 
describe  the  purposes  and  objectives  of 
the  project  and  the  specific  activities  to 
be  undertaken;  (b)  provide  for  qualified 
and  adequate  staff  including  a  project 
director,  to  accomplish  the  purpose  of 
the  project;  (c)  specify  the  duration  of 
the  project;  (d)  provide  a  proposed  proj¬ 
ect  budget;  (e)  (1)  give  assurance  that 
there  will  be  cooperation  with  other  pub¬ 
lic  and  nonprofit  private  agencies  having 
special  skills  and  experience  in  the  pro¬ 
vision  of  services  to  migratory  agricul¬ 
tural  workers  or  their  families,  including 
programs  dealing  specifically  with  migra¬ 
tory  agricultural  workers  authorized  un¬ 
der  title  I  of  the  Elementary  and  Sec¬ 
ondary  Education  Act  of  1965,  section  311 
of  the  Economic  Opportunity  Act  of  1964, 
and  the  Farm  Labor  Contractor  Regis¬ 
tration  Act  of  1963;  and  (2)  be  accom¬ 
panied  by  statements  of  such  under¬ 
standings  and  cooperative  agreements, 
as  appropriate;  (f)  contain  an  agree¬ 
ment  to  make  such  reports  and  to  keep 
such  records  and  accounts  as  the  Admin¬ 
istrator  may  require,  and  to  make  such 
records  and  accounts  available  for  audit 
purposes;  (g)  give  assurance  that  the 
level  and  duration  of  maintenance  pay¬ 
ments  shall  be  consistent  with  any  main¬ 
tenance  payments  made  to  handicapped 
individuals  in  the  State  under  the  act; 
and  (h)  provide  such  other  information 
as  the  Administrator  may  require. 

§  403.26  Project  activities. 

(a)  Project  activities  for  services  for 
migratory  agricultural  workers  shall  in¬ 
clude  the  provision  of  vocational  reha¬ 
bilitation  services,  which  may  include 
maintenance  and  transportation,  to 
handicapped  individuals  who  are  migra¬ 


tory  agricultural  workers  and  to  their 
family  members,  upon  determination 
that  such  services  to  family  members  are 
necessary  to  the  vocational  rehabilita¬ 
tion  of  the  handicapped  migratory 
agricultural  worker. 

(b)  Project  activities  may  also  in¬ 
clude,  but  are  not  limited  to,  the  fol¬ 
lowing:  (1)  The  planning  and  develop¬ 
ment  of  project  activities  to  serve 
handicapped  migratory  agricultural 
workers  and  members  of  their  families; 
(2)  the  extension  of  present  vocational 
rehabilitation  services  to  settings  more 
readily  available  to  handicapped  migra¬ 
tory  agricultural  workers  and  members 
of  their  families;  (3)  the  demonstration 
of  innovative  techniques  for  the  delivery 
of  vocational  rehabilitation  services, 
such  as  mobile  rehabilitation  teams  and 
units;  (4)  pre-vocational,  adjustment, 
and  vocational  training  (including  liter¬ 
acy  training) ,  and  job  placement  activi¬ 
ties,  aimed  either  at  enabling  handi¬ 
capped  migratory  agricultural  workers 
and  members  of  their  families  to  leave 
the  migrant  stream  or  to  return  to  em¬ 
ployment  within  migratory  agricultural 
labor;  (5)  the  employment  and  training 
of  special  staff  within  a  State  agency  to 
provide  casework,  referral,  and  other  es¬ 
sential  services  to  handicapped  migra¬ 
tory  agricultural  workers  and  members 
of  their  families;  and  (6)  the  demonstra¬ 
tion  of  patterns  and  techniques  of  family 
unit  rehabilitation. 

(c)  Projects  shall  not  include  those 
activities  designed  primarily  for  (1)  basic 
research,  (2)  staff  training,  unless  such 
training  is  determined  to  have  signifi¬ 
cant  implication  for  improving  the  ca¬ 
pacity  of  the  State  agency  to  serve  handi¬ 
capped  migratory  agricultural  workers 
and  members  of  their  families  and  is 
included  within  a  program  of  services  to 
handicapped  migratory  agricultural 
workers  and  members  of  their  families,  or 
(3)  initial  staffing,  and  acquisition  of 
initial  equipment,  except  where  neces¬ 
sary  to  provide  services  to  handicapped 
migratory  agricultural  workers  and 
members  of  their  families. 

(d)  Project  grants  shall  not  be  made 
for  construction  of  rehabilitation  facili¬ 
ties,  except  for  minor  remodeling  or  al¬ 
teration  of  existing  buildings  necessary 
to  provide  services  to  handicapped  mi¬ 
gratory  agricultural  workers  and  mem¬ 
bers  of  their  families. 

§  403.27  Federal  financial  participation. 

(a)  Federal  financial  participation 
will  be  available  for  only  those  activities 
approved  in  the  project  application  and 
only  in  the  total  amount  approved  in 
the  project  application. 

(b)  Federal  financial  participation  in 
any  single  project  for  services  for  migra¬ 
tory  agricultural  workers  shall  be  limited 
to  a  maximum  of  5  years.  The  Federal 
share  of  the  approved  project  costs  shall 
not  exceed  90  per  centum  of  the  cost  of 
the  project. 

§  403.28  Project  revision. 

A  revision  to  an  approved  project  shall 
be  submitted  for  approval  whenever 
necessary  to  reflect  any  material  change 
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in  the  scope  of  the  project  or  in  its  oper¬ 
ation  or  administration. 

§  403.29  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Administrator  in  writ¬ 
ing,  giving  the  reason  for  termination, 
an  accounting  of  funds  granted  for  the 
project,  and  other  pertinent  informa¬ 
tion.  The  grant  may  be  terminated,  in 
whole  or  in  part,  at  any  time  at  the  dis¬ 
cretion  of  the  Administrator.  The  State 
agency  or  the  local  agency  will  be  given 
prompt  notice  in  writing  of  the  termina¬ 
tion,  including  the  reasons  therefor.  Such 
termination  shall  not  affect  obligations 
incurred  prior  to  the  termination  of  the 
grant.  Upon  termination  or  completion 
of  a  project,  the  proportion  of  unex¬ 
pended  funds  attributed  to  the  Federal 
grant  shall  be  refunded. 

§  403.30  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award 
shall  also  specify  the  project  period  for 
which  support  is  contemplated  if  the 
activity  is  satisfactorily  carried  out  and 
Federal  funds  are  available.  For  con¬ 
tinuation  support,  grantees  must  make 
separate  application  in  the  form  and 
detail  required  by  the  Administrator. 

§  403.31  Reports. 

In  the  case  of  any  project  a  final  re¬ 
port  shall  be  submitted  not  later  than 
90  days  following  termination  of  the 
project.  A  progress  report  shall  be  sub¬ 
mitted  with  each  request  for  a  continua¬ 
tion  grant.  Financial  and  other  reports 
shall  be  submitted  to  the  Regional  Com¬ 
missioner,  in  appropriate  form,  at  inter¬ 
vals  prescribed  by  the  Administrator. 
Local  rehabilitation  agencies  will  submit 
reports  to  the  State  agency  for  forward¬ 
ing  to  the  Regional  Commissioner. 

§  403.32  Payments. 

Payment  of  the  Federal  share  of  an 
approved  project  grant  for  services  for 
migratory  agricultural  workers  may  be 
made  in  advance  for  estimated  costs  of 
operation,  or  as  reimbursement  to  the 
grantee  and  shall  be  subject  to  such  re¬ 
quirements  as  the  Administrator  may 
establish. 

Subpart  C — Project  Grants  for  New 
Careers  for  the  Handicapped 

§  403.35  Terms. 

For  purposes  of  this  subpart — 

(a)  The  terms  “act,”  “Administrator,” 
“handicapped  individual,”  “nonprofit,” 
and  “Regional  Commissioner”  shall  have 
the  same  meanings  as  set  forth  in  §  401.1 
of  this  chapter. 

(b)  “State"  means  the  several  States, 
the  District  of  Columbia,  the  Virgin 
Islands,  Puerto  Rico,  Guam,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

(c)  “State  agency”  or  “State  voca¬ 
tional  rehabilitation  agency”  has  the 
same  meaning  as  set  forth  in  §  401.1  (v) 


of  this  chapter  and,  in  addition,  means 
the  Governor  of  American  Samoa  and 
the  High  Commissioner  of  the  Trust 
Territory  of  the  Pacific  Islands. 

§  403.36  Purpose. 

Under  section  4(a)(2)(D)  of  the  act, 
grants  may  be  made  to  State  vocational 
rehabilitation  agencies  and  other  public 
and  private  nonprofit  agencies  to  enable 
them  to  develop  new  programs  to  recruit 
and  train  handicapped  individuals  to 
provide  them  with  new  career  opportuni¬ 
ties  in  the  fields  of  rehabilitation,  health, 
welfare,  public  safety,  and  law  enforce¬ 
ment,  and  other  appropriate  public 
service  employment. 

§  403.37  Non-Federal  funds. 

In  the  case  of  any  project  under  this 
subpart  for  which  Federal  funds  are 
granted  to  pay  part  of  the  cost,  the 
matching  grantee  funds  may  not  consist 
of  other  Federal  funds  or  of  non-Federal 
funds  that  are  applied  to  match  other 
Federal  funds,  except  as  may  be  spec¬ 
ifically  authorized  by  Congress.  No  Fed¬ 
eral  financial  assistance  may  be  fur¬ 
nished  under  this  subpart  for  activities 
for  which  payment  is  made  under 
another  part  of  this  chapter,  or  other 
authority. 

§  403.38  Application  procedure. 

Applications  or  grants  under  this  pro¬ 
gram  may  be  made  at  any  time  by  State 
vocational  rehabilitation  agencies  or  by 
other  public  or  private  nonprofit  agencies 
or  organizations.  The  application  shall 
be  made  in  the  form  and  detail  required 
by  the  Administrator  and  shall  be  sub¬ 
mitted  to  the  Regional  Commissioner  for 
review  for  approval.  Applicants  other 
than  a  State  vocational  rehabilitation 
agency  shall  secure  prior  consultation 
and  assistance  from  the  appropriate 
State  vocational  rehabilitation  agency 
or  agencies  in  the  development  of  their 
proposals  and  the  preparation  of  their 
applications.  If  the  applicant  is  an  or¬ 
ganization  or  agency  other  than  a  State 
vocational  rehabilitation  agency,  the  ap¬ 
plication  must  have  prior  approval  of  the 
appropriate  State  vocational  rehabilita¬ 
tion  agency  or  agencies  before  submittal 
to  the  Regional  Commissioner  for  ap¬ 
proval. 

§  403.39  Application  content. 

The  application  shall  (a)  describe  the 
organization  that  will  conduct  the  activi¬ 
ties,  indicating  the  nature  and  scope  of 
its  public  service  programs;  (b)  describe 
the  specific  recruitment  and  training  ac¬ 
tivities  to  be  undertaken  for  handicapped 
individuals;  (c)  provide  for  qualified  and 
adequate  staff,  including  a  project  direc¬ 
tor,  to  accomplish  the  purpose  of  the 
project;  (d)  specify  the  duration  of  the 
project;  (e)  describe  supportive  services 
to  be  provided  to  handicapped  individuals 
to  be  served  within  the  project;  (f)  in¬ 
dicate  plans  for  ensuring  that  individ¬ 
uals  successfully  completing  the  program 
have  an  opportunity  for  appropriate  pub¬ 
lic  service  employment;  (g)  indicate  the 
extent  to  which  the  occupations  for  which 
training  is  being  provided  offer  possibili¬ 
ties  for  continuing  full-time  employment 


and  realizable  opportunity  for  promotion 
and  advancement  through  structured 
channels  of  promotion;  (h)  assure  that 
no  training  or  instruction  shall  be  pro¬ 
vided  to  any  individual  for  any  one  course 
of  study  for  a  period  longer  than  4  years; 

(i)  set  forth  the  proposed  budget  for  the 
project;  (j)  contain  an  agreement  to 
make  such  reports  and  to  keep  such  rec¬ 
ords  and  accounts  as  the  Administrator 
may  require  and  to  make  such  records 
and  accounts  available  for  audit  pur¬ 
poses;  and  (k)  contain  such  other  in¬ 
formation  as  the  Administrator  may 
require. 

§  403.40  Project  activities. 

(a)  Projects  for  new  careers  for  the 
handicapped  may  include,  but  are  not 
limited  to,  such  activities  as  the  follow¬ 
ing:  (1)  The  provision  of  training  and 
education  which  might  not  otherwise  be 
available  to  handicapped  individuals  in 
need  of  new  occupations;  (2)  the  de¬ 
velopment  of  special  training  programs  to 
enable  handicapped  individuals  to  enter 
public  service  occupations  generally  not 
open  to  them;  (3)  the  establishment  of 
new  jobs  or  new  kinds  of  jobs  either 
within  existing  programs  or  as  a  part  of 
a  new  service  in  a  State  vocational  reha¬ 
bilitation  agency  or  in  another  public  or 
private  nonprofit  public  service  agency; 
and  (4)  the  redefinition  and  restructur¬ 
ing  of  existing  jobs  to  enable  new  career 
opportunities  in  community  and  institu¬ 
tional  public  service  programs. 

(b)  Projects  for  new  careers  for  handi¬ 
capped  individuals  may  not  include;  (1) 
Construction,  alteration,  or  renovation  of 
buildings  except  for  such  minor  altera¬ 
tion  as  might  be  necessary  to  eliminate 
architectural  barriers  of  buildings  used 
for  the  training  or  employment  of  handi¬ 
capped  individuals;  or  (2)  research. 

§  403.41  Selection  of  handicapped  indi¬ 
viduals  to  be  served  in  projects. 

Individuals  to  receive  services  under 
this  subpart  shall  be  only  those  individ¬ 
uals  who  have  been  determined  by  the 
State  agency  to  be  handicapped  individ¬ 
uals  who  are  suitable  for  such  services. 

§  403.42  Examples  of  new  career  oppor¬ 
tunities  for  the  handicapped. 

(a)  New  career  opportunities  for  the 
handicapped  under  this  subpart  may  in¬ 
clude  training  and  preparation  for  posi¬ 
tions  in  the  fields  of  rehabilitation, 
health,  welfare,  public  safety,  and  law 
enforcement,  and  other  appropriate  pub¬ 
lic  service  employment.  Such  career  op¬ 
portunities  may  be  designed  either  to 
provide  training  in  those  fields  and 
disciplines  leading  to  professional  and 
other  employment  within  public  service 
agencies,  or  to  develop  those  skills  neces¬ 
sary  for  subprofessional  and  other  em¬ 
ployment  within  appropriate  public  serv¬ 
ice  agencies. 

(b)  New  career  opportunities  for  the 
handicapped  may  include  positions 
within  State  vocational  rehabilitation 
agencies  and  other  public  service  agen¬ 
cies,  and  institutions  and  facilities  such 
as  hospitals,  rehabilitation  facilities, 
mental  health  centers,  schools,  libraries, 
and  courts,  which  represent  either  new 
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occupations  for  handicapped  individuals 
in  need  of  new  types  of  gainful  employ¬ 
ment  or  new  or  redefined  subprofessional 
positions  within  public  service  agencies. 
Such  positions  may  include,  but  are  not 
limited  to,  rehabilitation  counselor  aides, 
outreach  workers,  recreation  aides,  nurs¬ 
ing  home  aides,  hospital  aides,  mental 
health  aides,  community  health  service 
workers,  library  aides,  school  daycare 
aides,  school  clerical  aides,  patrolman 
aides,  juvenile  court  aides,  parole  aides, 
and  probation  aides. 

§  403.43  Federal  financial  participation. 

(a)  Federal  financial  participation 
will  be  available  only  for  those  activi¬ 
ties  approved,  and  in  the  amount  spec¬ 
ified,  in  the  project  application. 

(b)  Federal  funds  may  be  used  to 
finance  the  costs  of  salaries  and  related 
expenses,  including  travel  expenses;  nec¬ 
essary  supportive  services  provided  to 
those  handicapped  individuals  being  re¬ 
cruited  and  trained  for  new  career  op¬ 
portunities;  training  allowances  for 
trainees;  training  supplies,  rental  of 
space;  purchase  of  equipment;  and  other 
expenses  approved  by  the  Administrator. 

(c)  Federal  financial  participation  in 
any  single  project  shall  be  limited  to  a 
maximum  of  5  years. 

§  403.44  Project  revision. 

A  revision  to  an  approved  project  shall 
be  submitted  whenever  necessary  to  re¬ 
flect  any  material  change  in  the  scope  of 
the  project  or  in  its  operation  or 
administration. 

§  403.45  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award  shall 
also  specify  the  project  period  for  which 
support  is  contemplated  if  the  activity 
is  satisfactorily  carried  out  and  Federal 
funds  are  available.  For  continuation 
support,  grantees  must  make  separate 
application  in  the  form  and  detail  re¬ 
quired  by  the  Administrator. 

§  403.46  Reports. 

In  the  case  of  any  project,  a-  final 
activity  report  shall  be  submitted  not 
later  than  90  days  following  termination 
of  the  project.  A  progress  report  shall 
also  be  submitted  with  each  request  for 
a  continuation  grant.  Fnancial  and  other 
reports  shall  be  submitted  at  the  intervals 
prescribed  by  the  Administrator.  All  re¬ 
ports  shall  be  submitted  to  the  Regional 
Commissioner  in  the  form  and  contain¬ 
ing  the  information  specified  by  the 
Administrator,  with  copies  to  the  State 
vocational  rehabilitation  agency  if  the 
grantee  is  other  than  the  State  agency. 

§  103.47  Payments. 

Payment  of  the  Federal  funds  for  an 
approved  project  may  be  made  in  ad¬ 
vance  for  estimated  costs  of  operation, 
or  as  reimbursement  to  the  grantee  and 
shall  be  subject  to  such  requirements 
as  the  Administrator  may  establish. 


§  403.48  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577),  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  de¬ 
fined  in  the  Intergovernmental  Cooper¬ 
ation  Act,  section  102,  means  any  one  of 
the  several  States,  the  District  of  Colum¬ 
bia,  Puerto  Rico,  any  territory  or  posses¬ 
sion  of  the  United  States,  or  any  agency 
or  instrumentality  of  a  State,  but  does 
not  include  the  governments  of  the  polit¬ 
ical  subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social  and 
Rehabilitation  Service  all  interest  earned 
on  grant  funds. 

§  403.49  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Regional  Commissioner 
and  the  State  agency  in  writing,  giving 
the  reasons  for  termination,  an  ac¬ 
counting  of  funds  granted  for  the  proj¬ 
ect,  and  other  pertinent  information. 
The  grant  may  be  terminated,  in  whole 
or  part,  at  any  time  at  the  discretion  of 
the  Administrator.  The  grantee,  and  the 
State  agency,  if  the  grantee  is  other 
than  the  State  agency,  will  be  given 
prompt  notice  of  the  termination,  in¬ 
cluding  the  reasons  therefor.  Such  infor¬ 
mation  shall  not  affect  obligations  in¬ 
curred  prior  to  the  termination  of  the 
grant.  Upon  termination  or  completion 
of  a  project,  the  proportion  of  unex¬ 
pended  funds  attributable  to  the  Federal 
grant  shall  be  refunded. 

Subpart  D — Projects  With  Industry 

§  403.60  Terms. 

For  purposes  of  this  subpart — 

(a)  The  terms  “act,”  “Administrator,” 
“handicapped  individual,”  “Regional 
Commissioner,”  and  “vocational  reha¬ 
bilitation  services”  shall  have  the  same 
meanings  as  set  forth  in  §  401.1  of  this 
chapter. 

(b)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Virgin 
Islands,  Puerto  Rico,  Guam,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

(c)  “State  agency”  or  “State  voca¬ 
tional  rehabilitation  agency”  has  the 
same  meaning  as  set  forth  in  §  401.1  (v) 
of  this  chapter  and,  in  addition,  means 
the  Governor  of  American  Samoa  and 
the  High  Commissioner  of  the  Trust  Ter¬ 
ritory  of  the  Pacific  Islands. 

§  403.61  Purpose. 

Under  section  4(a)(2)(B)  of  the  act, 
contracts  or  jointly  financed  cooperative 
arrangements  may  be  made  with  em¬ 
ployers  and  organizations  for  the  estab¬ 
lishment  of  projects  which  are  designed 
to  prepare  handicapped  individuals  for 
gainful  employment  in  the  competitive 
labor  market  and  under  which  such  indi¬ 
viduals  may  be  provided  training  and  em¬ 
ployment  in  a  realistic  work  setting  and 
such  other  services  as  are  necessary  for 
such  individuals  to  continue  to  engage 
in  such  employment. 


§  403.62  Employers  and  organizations. 

A  project  may  be  undertaken  only 
upon  execution  of  a  contract  or  ar¬ 
rangement  between  the  Administrator 
and  an  employer  or  organization.  Any  in¬ 
dustrial,  business,  or  commercial  enter¬ 
prise;  labor  organization;  or  employer, 
industrial,  or  community  trade  associa¬ 
tion;  or  other  agency  or  organization 
with  the  capacity  to  arrange,  coordinate, 
or  conduct  training  and  other  employ¬ 
ment  programs  for  the  handicapped  in  a 
realistic  work  setting,  may  enter  into 
such  contracts  or  arrangements.  Such 
training  and  employment  programs  shall 
include  a  planned  and  systematic  se¬ 
quence  of  training  and  instruction  in  oc¬ 
cupational  and  employment  skills,  and 
provide  reasonable  assurance  of  gainful 
employment  at  the  successful  termina¬ 
tion  of  such  training  and  instruction. 

§  403.63  Projert  activities. 

Projects  with  industry  may  include, 
but  are  not  limited  to,  such  activities  as 
the  following;  (a)  The  provision  of  on- 
the-job  training  for  handicapped  individ¬ 
uals;  (b)  the  provision  of  prevocational 
and  other  job  readiness  training  for 
handicapped  individuals;  (c)  such  spe¬ 
cial  orientation  for  supervisors;  fore¬ 
men,  and  other  personnel  as  might  con¬ 
tribute  to  the  training  and  continuing 
employment  of  handicapped  individuals ; 

(d)  supportive  services  such  as  job 
coaching,  basic  education,  personal  ad¬ 
justment  training,  and  personal  and  job 
counseling  to  assist  handicapped  individ¬ 
uals  to  maintain  themselves  in  em¬ 
ployment;  (e)  the  recruitment  and  em¬ 
ployment  of  special  placement  personnel 
by  employers  or  organizations  to  assist 
in  the  job  placement  of  additional  num¬ 
bers  of  handicapped  persons;  and  (f) 
such  other  activities  as  may  be  necessary 
to  prepare  handicapped  individuals  for 
competitive  employment  and  to  assist 
them  to  continue  to  engage  in  such 
employment. 

§  403.64  Application  procedure. 

(a)  An  employer  or  organization  de¬ 
siring  to  apply  for  a  project  for  training 
and  employing  the  handicapped  shall 
consult  the  State  vocational  rehabilita¬ 
tion  agency  for  technical  advice  in  the 
development  of  the  project.  In  those 
cases  where  applicant  employers  or  or¬ 
ganizations  are  located  in  more  than  one 
State  and  propose  to  operate  a  project 
in  more  than  one  State,  the  applicant 
shall  request  technical  advice  from  the 
Administrator. 

(b)  Where  the  proposed  project  in¬ 
volves  activities  to  be  conducted  within  a 
single  State,  the  State  vocational  re¬ 
habilitation  agency  will  explore  the  fea¬ 
sibility  of  the  project.  Where  the  pro¬ 
posed  project  involves  activities  to  be 
conducted  in  more  than  one  State,  the 
Administrator  shall  conduct,  or  coordi¬ 
nate  in  association  with  the  appropriate 
State  agencies,  studies  of  project  feasi¬ 
bility. 

(c)  Where  projects  involve  activities 
to  be  conducted  in  a  single  State,  the  ap¬ 
plication  shall  be  submitted  to  the  appro¬ 
priate  State  vocational  rehabilitation 
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agency  for  review  and  approval,  and  the 
State  agency  shall  forward  such  appli¬ 
cation  to  the  Regional  Commissioner  for 
approval.  Approved  applications  shall  be 
forwarded  to  the  Administrator  for  exe¬ 
cution  of  the  contract  or  cooperative 
agreement.  Where  projects  involve  ac¬ 
tivities  to  be  conducted  in  more  than  one 
State,  the  application  shall  be  submitted 
to  the  Administrator  for  coordination 
with  and  approval  of  the  Regional  Com¬ 
missioners  and  the  appropriate  State 
vocational  rehabilitation  agencies,  re¬ 
garding  project  activities  to  be  conducted 
in  their  respective  States,  prior  to  the 
execution  of  the  contract  or  cooperative 
arrangement  by  the  Administrator. 

§  403.65  Application  content. 

The  application  shall  (1)  include  a 
description  of  the  nature  and  scope  of 
the  project  activities;  (2)  provide  for 
qualified  and  adequate  staff  to  accom¬ 
plish  the  purposes  of  the  project;  and 
(3)  provide  a  proposed  budget. 

§  403.66  Prior  assurances  for  contracts 
and  arrangements. 

Prior  to  entering  into  a  contract  or  a 
cooperative  arrangement  with  an  appli¬ 
cant,  it  will  first  be  determined  that 
there  is: 

(a)  Concurrence  with  the  project  by 
the  bargaining  agent  where  there  is  a 
collective  bargaining  agreement  appli¬ 
cable  to  the  employer  and  the  occupa¬ 
tion; 

(b)  Reasonable  assurance  that  the 
wage  rate  to  be  set  for  trainees  will  not 
tend  to  create  unfair  competitive  labor 
cost  advantages  nor  have  the  effect  of 
impairing  or  depressing  wage  or  work¬ 
ing  standards  established  for  experi¬ 
enced  workers  for  work  of  a  like  or  com¬ 
parable  character; 

(c)  No  abnormal  labor  condition  such 
as  a  strike,  a  lock-out,  or  other  similar 
condition,  existing  with  respect  to  the 
applicant;  and 

(d)  Reasonable  assurance  that  the 
State  agency  will,  to  the  maximum  ex¬ 
tent  practicable,  maintain  a  continuing 
relationship  with  the  handicapped  in¬ 
dividuals  to  be  served  in  the  project  in 
order  to  provide,  or  ensure  the  avail¬ 
ability  of,  necessary  vocational  re¬ 
habilitation  services  and  related  sup¬ 
portive  services. 

§  403.67  General  provisions  of  conlracts 
and  arrangements. 

Any  contract  or  arrangement  en¬ 
tered  into  shall,  in  addition  to  standard 
provisions: 

(a)  Provide  for  adherence  to  the 
terms  or  conditions  of  employment  pre¬ 
scribed  by  any  applicable  Federal,  State, 
or  local  law ; 

(b)  Provide  that  determination  by 
competent  authority  of  failure  to  adhere 
to  the  terms  or  conditions  required  by 
subsection  (a)  of  this  section  shall  con¬ 
stitute  cause  for  termination  of  the  con¬ 
tract  or  arrangement; 

(c)  Provide  that  the  recruitment, 
examination,  appointment,  training, 
promotion,  retention,  or  any  other  per¬ 
sonnel  action  with  respect  to  any  handi¬ 


capped  individual  receiving  training  or 
employment,  shall  be  without  regard  to 
race,  sex,  color,  creed,  age,  or  national 
origin,  and  that  violation  shall  constitute 
grounds  for  termination  of  the  con¬ 
tract  or  arrangement  and  that  the 
United  States  shall  have  a  right  to  seek 
judicial  enforcement  of  this  provision; 

(d)  Provide  that  trainees  shall  be 
compensated  for  hours  spent  in  produc¬ 
tion  of  any  goods  or  services; 

(e)  Provide  that  individuals  to  receive 
training  or  employment  services  under 
the  contract  or  arrangement  will  include 
only  those  individuals  who  have  been 
determined  by  the  appropriate  State 
agency  to  be  handicapped  individuals 
who  are  suitable  for  such  services; 

(f)  Provide  reasonable  assurance  that 
handicapped  individuals  successfully 
completing  the  training  program  will  be 
employed  by  the  employer  or  within  a 
similar  enterprise; 

(g)  Specify  the  duration  of  the 
project; 

(h)  Contain  an  agreement  to  make 
such  reports  and  to  keep  such  records 
and  accounts  as  the  Administrator  may 
require,  and  to  make  such  records  and 
accounts  available  for  audit  purposes; 
and 

(i)  Contain  an  agreement  to  provide 
such  other  information  as  the  Admin¬ 
istrator  may  require. 

§  403.68  Rates  under  contracts  or  ar¬ 
rangements. 

The  contract  or  arrangement  shall  in¬ 
clude  the  rate  of  compensation  to  be  paid 
to  trainees.  In  no  case  shall  the  wage 
rate  paid  a  trainee  be  less  than  the  fol¬ 
lowing,  whichever  is  highest: 

(a)  The  minimum  entrance  rate  for 
inexperienced  workers  in  the  same  oc¬ 
cupation  or  if  the  occupation  is  new  to 
the  establishment,  the  prevailing  en¬ 
trance  rate  for  the  occupation  among 
other  establishments  in  the  community 
or  area; 

(b)  The  minimum  rate  required  under 
the  Fair  Labor  Standards  Act  or  the 
Walsh-Healey  Public  Contracts  Act,  to 
the  extent  that  such  acts  are  applicable 
to  the  trainee;  and 

(c)  Any  minimum  rate  applicable  to 
the  trainee  and  required  under  any  other 
Federal  law,  or  any  State  or  local  law. 

The  contract  or  arrangement  shall 
further  provide  for  an  increasing  rate 
of  payment  to  trainees  if  the  training 
program  is  of  such  duration  that  periodic 
increases  are  reasonable  and  if  the 
proficiency  of  such  trainees  merits  such 
increases. 

§  403.69  On-the-job  training. 

The  contract  or  arrangement  shall 

(a)  Provide  for  methods  of  instruc¬ 
tion,  progression  of  trainees,  and  size  of 
the  training  group  (including  any  appro¬ 
priate  combination  of  individualized  or 
group  training),  which  shall  be  com¬ 
parable  in  duration  to  other  training 
programs  for  the  particular  occupation, 
and  adequate  in  content  to  qualify 
trainees  for  employment; 

(b)  Provide  adequate  and  safe  facili¬ 
ties  and  equipment;  and 


(c)  Require  that  suitable  records  of 
attendance,  performance  and  progress  of 
trainees  be  maintained  and  that  such 
records  be  made  available  to  the  Admin¬ 
istrator  when  so  requested. 

§  403.70  Sharing  of  costs. 

Although  no  minimum  share  will  be 
required  of  applicants,  they  may  be  ex¬ 
pected  to  share  the  costs  of  projects.  In 
such  cases,  the  costs  to  be  borne  by  the 
parties  to  the  contract  or  arrangement 
will  be  a  matter  of  negotiation. 

§  403.71  Payments. 

(a)  Payments  under  a  contract  or  ar¬ 
rangement  shall  be  pursuant  to  the  terms 
thereof  and  may  be  made  in  advance  on 
the  basis  of  estimated  costs  of  operation 
or  by  way  of  reimbursement  and  shall  be 
subject  to  such  requirements  as  the  Ad¬ 
ministrator  may  establish; 

(b)  The  total  payments  shall  not  ex¬ 
ceed  the  amount  specified  in  the  contract 
or  arrangement.  Contracts  or  arrange¬ 
ments  may  provide  for  payment  with  re¬ 
spect  to  such  items  as  job  training  and 
related  supportive  services;  instruction 
and  supervision  of  trainees;  training  ma¬ 
terials  and  supplies,  including  consum¬ 
able  materials,  instructional  aids,  exces¬ 
sive  waste  and  scrap;  bonding  fees,  liabil¬ 
ity  and  insurance  premiums;  the  pur¬ 
chase  or  modification  of  equipment 
adapted  to  the  special  capacity  of  handi¬ 
capped  individuals;  such  minor  altera¬ 
tion  and  renovation  as  are  necessary  to 
ensure  access  to  and  utilization  of  build¬ 
ings  by  the  handicapped;  and  other 
expenses  approved  by  the  Administrator. 
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Subpart  A — General . 

§  401.1  Terms. 

For  purposes  of  this  part — 

(a)  The  terms  “act,”  “Administrator,” 
“handicapped  individual,”  “non-profit,” 
“Regional  Commissioner,”  “rehabilita¬ 
tion  facility,”  “Secretary,”  and  “work¬ 
shop”  shall,  except  where  the  context 
indicates  otherwise,  have  the  same 
meaning  as  set  forth  in  §  401.1  of  this 
chapter. 

(b)  “Construction”  includes  construc¬ 
tion  of  new  buildings,  acquisition  of 
existing  buildings,  and  expansion,  re¬ 
modeling,  alteration,  and  renovation  of 
existing  buildings,  and  initial  equipment 
of  such  new,  newly  acquired,  expanded, 
remodeled,  altered,  or  renovated 
buildings. 

(c)  “Region”  means  a  geographical 
region  designated  by  the  Department  of 
Health,  Education,  and  Welfare. 

(d)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Virgin 
Islands,  Puerto  Rico,  Guam,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

(e)  “State  agency”  or  “State  voca¬ 
tional  rehabilitation  agency”  has  the 
same  meaning  as  set  forth  in  §  401.1  (v) 
of  this  chapter  and,  in  addition,  means 
the  Governor  of  American  Samoa  and 
the  High  Commissioner  of  the  Trust 
Territory  of  the  Pacific  Islands. 

§  -104.2  Non-Federal  funds. 

In  the  case  of  any  project  under  this 
part  for  which  Federal  funds  are  granted 
to  pay  part  of  the  cost,  the  matching 
grantee  funds  may  not  consist  of  other 
Federal  funds  or  of  non-Federal  funds 
that  are  applied  to  match  other  Fed¬ 
eral  funds,  except  as  may  be  specifically 
authorized  by  Congress.  No  Federal  fi¬ 
nancial  assistance  may  be  furnished 
under  this  part  for  activities  for  which 
payment  is  made  under  another  part  of 
this  chapter,  or  other  authority. 

§  404.3  Consultant  fees. 

Fees  for  consultant  services  are  al¬ 
lowable  to  the  extent  that  such  pay¬ 
ments  are  in  accordance  with  the  policies 
and  standard  practices  of  the  agency, 
organization,  or  institution  to  which  a 
grant  or  contract  has  been  awarded.  Fees 
for  consultant  services  may  not  be  paid 
to  any  regular  full-time  Federal  Gov¬ 
ernment  employee.  They  may  not  be  paid 
to  any  other  individual  for  activities 
which  are  ordinarily  a  part  of  his  duties 
in  another  position  for  which  there  is 
Federal  financial  participation  under  the 
act,  or  which  conflict  with  his  duties  in 
such  other  position. 

§  404.4  Technical  assistance  consulta¬ 
tion. 

The  Administrator  may  require  that, 
where  appropriate,  a  technical  assistance 
consultation  precede  the  award  of  any 
grant  or  be  conducted  during  the  grant 
period  of  any  grant  awarded  under  this 
part.  Such  consultation  shall  be  per¬ 
formed  by  a  consultant  acceptable  to 
both  the  Administrator  and  the  appro¬ 
priate  State  agency. 


§  404.5  Standards. 

In  all  projects  under  this  part,  appli¬ 
cations  shall  take  into  consideration  the 
standards  and  criteria  developed  with 
the  advice  of  the  National  Policy  and 
Performance  Council,  set  forth  in  the 
publication,  “Standards  for  Rehabilita¬ 
tion  Facilities  and  Sheltered  Workshops” 
(VRA,  1967),  as  modified  from  time  to 
time,  and  such  other  standards  as  may 
be  designated  by  the  Administrator. 
Where  appropriate,  an  application  shall 
demonstrate  a  reasonable  expectation 
that  the  grant  will  enable  the  rehabilita¬ 
tion  facility  to  make  substantial  progress 
towards  meeting  such  standards  and 
criteria.  In  the  case  of  rehabilitation  fa¬ 
cilities  already  meeting  such  standards 
and  criteria,  the  application  shall  demon¬ 
strate  a  reasonable  expectation  that  the 
grant  will  make  possible  substantial  im¬ 
provement  in  the  facility. 

Subpart  B — Project  Development 
Grants 

§  401.10  Purpose. 

Project  development  grants  authorized 
in  section  12(g)(2)  of  the  act  shall  be 
made  for  the  purpose  of  paying  part  of 
the  cost  of  organized,  identifiable  activ¬ 
ities  which  are  undertaken  for  the  pro¬ 
gram  planning  for,  and  the  development 
of  a  project  for  the  construction  of  a  spe¬ 
cific  rehabilitation  facility. 

§  404.11  Applications. 

Applications  for  project  development 
grants  may  be  made  at  any  time  by 
public  or  other  nonprofit  agencies,  in¬ 
stitutions,  or  organizations  which  are 
either  operating  or  are  studying  the 
feasibility  of  operating  a  rehabilitation 
facility.  Applications  shall  be  made  in 
the  form  and  detail  required  by  the  Ad¬ 
ministrator  and  shall  include  (a)  a 
statement  of  the  purpose  of  the  project; 
(b)  description  of  the  nature  and  scope 
of  the  activities  of  the  applicant;  (c) 
description  of  the  nature  and  scope  of 
the  activities  to  be  undertaken,  the 
methods  to  be  used  in  accomplishing  the 
purpose,  qualifications  of  the  staff  to  be 
assigned  to  the  project,  and  the  plan¬ 
ning  staff  available;  (d)  identification 
of  community  resources  to  be  repre¬ 
sented  in  the  planning  activity;  (e)  a 
proposed  budget;  (f)  an  agreement  to 
make  such  financial  and  administrative 
reports  and  to  keep  such  records  and 
accounts  as  the  Administrator  may  re¬ 
quire  and  to  make  such  records  and 
accounts  available  for  audit  purposes; 
and  (g)  such  other  information  as  the 
Administrator  may  require. 

§  404.12  Consultations  with  and  ap¬ 
proval  of  application  by  State  agency. 

(a)  The  applicant  shall  be  responsi¬ 
ble  for  securing  the  advice  and  assistance 
of  the  appropriate  State  vocational  re¬ 
habilitation  agency  or  agencies  in  the 
development  of  an  application.  Ap¬ 
plications  shall  be  reviewed  by  the 
appropriate  State  agency  or  agencies  for 
approval.  The  State  agency  shall  indi¬ 
cate  the  relationship  of  the  project  to 
the  purposes  and  priorities  of  the  State 
rehabilitation  facilities  plan.  Approved 
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applications  shall  be  forwarded  to  the 
Regional  Commissioner  for  review  for 
approval. 

(b)  Each  applicant  shall  be  notified 
in  writing  of  the  action  on  the  applica¬ 
tion.  Where  applications  are  disapproved 
by  the  State  agency,  the  applicant  shall 
be  notified  by  the  State  agency  giving 
the  reasons  for  disapproval,  and  the 
State  agency  shall  forward  a  copy  of 
such  notification  to  the  Social  and  Reha¬ 
bilitation  Service. 

§  404.13  Duration  of  project. 

Project  development  'grants  shall  be 
awarded  for  specified  periods  of  not 
more  than  12  months.  Project  develop¬ 
ment  grants  may  be  extended  for  peri¬ 
ods  beyond  12  months  only  under 
unusual  circumstances. 

§  404.14  Project  reports. 

The  final  project  development  grant 
report  shall  be  submitted  to  the  appro¬ 
priate  State  vocational  rehabilitation 
agency  and  the  Regional  Commissioner 
at  the  termination  of  the  grant  period, 
and  shall  describe  such  planning  studies 
as  (a)  the  sources  of  potential  clients 
and  disability  groups  to  be  served  in 
the  facility;  (b)  the  services  to  be  pro¬ 
vided  in  the  facility  and  the  proposed 
staffing  plan;  (c)  the  relationship  of 
the  proposed  program  to  the  programs 
of  existing  facilities  and  agencies  in  the 
area;  (d)  the  participation  of  com¬ 
munity  planning  agencies  and  com¬ 
munity  health,  welfare  and  social  service 
agencies  in  the  planning  effort  and  evi¬ 
dence  of  both  program  and  financial 
support  of  these  agencies  for  the  new  or 
expanded  facility;  (e)  in  the  case  of  a 
rehabilitation  facility  which  is  or  which 
includes  a  workshop,  the  expected 
sources  of  industrial  subcontracting  or 
other  types  of  work  and  evidence  of  the 
interest  of  representatives  of  industry 
and  labor;  (f)  the  anticipated  relation¬ 
ship  of  the  State  vocational  rehabilita¬ 
tion  agency  to  the  new  program  as 
agreed  to  by  the  State  agency;  (g)  pro¬ 
posed  compliance  with  applicable  safety 
and  labor  standards;  and  (h)  a  proposed 
plan  for  financing  of  construction  and 
operation  of  the  new  or  expanded 
facility. 

§  404.15  Federal  financial  participation. 

Federal  financial  participation  shall 
be  available  for  salaries  (including  fringe 
benefits)  of  additional  personnel  as¬ 
signed  directly  to  the  project;  fees  for 
consultant  services;  staff  or  consultant 
travel;  costs  associated  with  the  use  of 
volunteers  in  the  project;  preparation 
of  the  report;  only  such  architectural 
planning  as  is  incidental  to  program 
planning,  but  not  including  working 
drawings;  and  such  other  costs  as  are 
set  forth  in  the  approved  application. 
The  amount  of  a  grant  shall  not  exceed 
90  per  centum  of  the  cost  of  the  project. 

§  404.16  Payments. 

Payment  of  the  Federal  share  of  the 
costs  of  the  project  shall  be  made  quar¬ 
terly,  or  for  such  other  period  as  the  Ad¬ 
ministrator  may  determine,  as  an 


advance  for  estimated  costs  or  as 
reimbursement  to  the  grantee. 

§  404.17  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577),  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social 
and  Rehabilitation  Service  all  interest 
earned  on  grant  funds. 

Subpart  C — Grants  for  Construction  of 
Rehabilitation  Facilities 

§  404.20  Purpose. 

Under  section  12  of  the  act,  grants  may 
be  made  to  pay  part  of  the  cost  of  the 
construction  of  public  or  other  nonprofit 
rehabilitation  facilities.  Construction  of 
rehabilitation  facilities  may  include  con¬ 
struction  of  new  buildings,  acquisition  of 
existing  buildings,  and  expansion,  re¬ 
modeling,  alteration,  and  renovation  of 
existing  buildings,  and  initial  equipment 
of  such  newly  acquired,  expanded,  re¬ 
modeled,  altered,  or  renovated  buildings. 
The  cost  of  construction  of  rehabilitation 
facilities  may  include  the  cost  of  archi¬ 
tectural  fees  and  acquisition  of  land  in 
connection  with  construction,  but  may 
not  include  the  cost  of  offsite  improve¬ 
ment.  Construction  of  a  rehabilitation 
facility  may  include  construction  of  res¬ 
idential  accommodations,  except  that  in 
the  case  of  a  rehabilitation  facility  which 
is  primarily  a  workshop,  construction  of 
such  residential  accommodations  may 
include  only  such  construction  as  may 
be  necessary  to  provide  residential  ac¬ 
commodations  for  use  in  connection  with 
the  rehabilitation  of  mentally  retarded 
individuals  and  individuals  with  severe 
problems  of  mobility. 

§  404.21  Applications. 

An  application  may  be  submitted  at  any 
time  by  a  State  vocational  rehabilitation 
agency  or  any  other  public  or  nonprofit 
organization  or  agency  which  operates 
or  proposes  to  operate  a  public  or  other 
nonprofit  rehabilitation  facility.  Appli¬ 
cations  shall  be  made  in  the  form  and 
detail  required  by  the  Administrator  and, 
to  the  extent  applicable,  shall  include 
(a)  a  detailed  estimate  of  the  cost  of  the 
project;  (b)  a  description  of  applicant’s 
financial  resources  for  the  project;  (c) 
a  description  of  both  the  applicant’s  ex¬ 
isting  and  proposed  program  of  services; 
(d)  in  the  case  of  a  private,  nonprofit 
rehabilitation  facility  which  is  or  which 
includes  a  workshop,  a  statement  that 
applicable  Federal  and  State  wage  and 
hour  standards  will  be  observed  or,  in 
the  case  of  a  rehabilitation  facility  which 
is  or  which  includes  a  workshop  and  is 
operated  by  a  State,  county,  or  municipal 


government,  a  statement  that  the  facility 
will  comply  with  wage  and  hour  stand¬ 
ards  specified  by  the  Administrator, 
which  will  be  at  least  equal  to  those  im¬ 
posed  by  the  Fair  Labor  Standards  Act; 
(e)  in  the  case  of  a  rehabilitation  facil¬ 
ity  which  is  or  which  includes  a  work¬ 
shop,  a  description  of  the  expected 
sources  of  industrial  subcontracting  and 
other  types  of  work;  (f)  a  description 
of  the  existing  and  the  proposed  staffing 
plans;  (g)  a  description  of  the  relation¬ 
ship  of  the  applicant  agency  to  the  State 
vocational  rehabilitation  agency  or 
agencies  and  to  other  facilities  and  agen¬ 
cies  in  the  community;  (h)  a  description 
of  community  support  for  the  project 
and  preliminary  project  planning;  (i) 
in  the  case  of  proposed  acquisition  of 
buildings  or  land,  a  statement  as  to  its 
suitability  for  rehabilitation  facility  pur¬ 
poses  and  evidence  of  its  value  as  de¬ 
termined  by  qualified  assessors;  (j)  an 
itemized  equipment  list  including  all  re¬ 
quested  initial  equipment;  (k)  a  set  of 
schematic  drawings  of  the  proposed  proj¬ 
ect;  and  (1)  such  other  information  as 
the  Administrator  may  require. 

§  404.22  Assurances  from  applicant. 

In  addition  to  any  other  requirements 
imposed  by  law,  each  construction  grant 
shall  be  subject  to  the  condition  that  the 
applicant  will  furnish  and  comply  with 
the  following  assurances.  The  Adminis¬ 
trator  may,  at  any  time,  approve  excep¬ 
tions  to  those  conditions  and  assurances 
where  he  finds  that  such  exceptions  are 
not  inconsistent  with  the  act  and  the 
purposes  of  the  program: 

(a)  That  the  applicant  has  or  will  have 
a  fee  simple  or  such  other  estate  or  in¬ 
terest  in  the  site,  including  necessary 
easements  and  rights-of-way,  sufficient 
to  assure  for  a  period  of  not  less  than 
50  years  undisturbed  use  and  possession 
for  the  purpose  of  the  construction  and 
operation  of  the  facility. 

(b)  That  the  Administrator’s  approval 
of  the  final  working  drawings  and  spec¬ 
ifications,  which  must  conform  to  the 
standards  of  construction  and  equip¬ 
ment  specified  by  the  Administrator,  and 
the  regulations  of  the  Secretary  of  La¬ 
bor  relating  to  safety  standards  for  re¬ 
habilitation  facilities  will  be  obtained 
before  the  project  is  advertised  or  placed 
on  the  market  for  bidding. 

(c)  That  the  applicant  will  perform 
actual  construction  work  by  the  lump 
sum  (fixed  price)  contract  method;  em¬ 
ploy  adequate  methods  of  obtaining  open 
competitive  bidding  prior  to  awarding 
the  construction  contract,  either  by  pub¬ 
lic  advertising  or  circularizing  three 
or  more  bidders,  and  award  the  con¬ 
tract  to  the  responsible  bidder  sub¬ 
mitting  the  lowest  acceptable  bid;  and 
will  purchase  all  fixed  equipment  by  ade¬ 
quate  methods  of  open  competitive  bid¬ 
ding  (including  such  fixed  equipment  as 
is  not  purchased  through  the  construc¬ 
tion  contract)  and  award  the  contract  to 
the  responsible  bidder  submitting  the 
lowest  acceptable  bid,  except  that  com¬ 
petitive  bidding  procedures  need  not  be 
employed  for  the  purchase  of  specific 
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fixed  equipment  items  which  are  not  in¬ 
cluded  in  the  construction  contract  where 
such  action  is  found  by  the  Administra¬ 
tor,  upon  written  justification  by  the 
applicant,  to  be  required  by  the  needs 
of  the  program. 

(d)  That  applicant  will  enter  into  no 
construction  contract  or  contracts  for 
the  project  or  a  part  thereof,  the  cost 
cf  which  is  in  excess  of  the  estimated 
cost  approved  in  the  application  for  that 
portion  of  the  work  covered  by  the  plans 
and  specifications,  without  the  prior  ap¬ 
proval  of  the  Administrator. 

(e)  That  applicant  will  submit  to  the 
Administrator  for  prior  approval  changes 
that  substantially  alter  the  scope  of 
work,  function,  utilities,  or  safety  of  the 
facility. 

(f)  That  applicant  will  construct  the 
project,  or  cause  it  to  be  constructed,  to 
final  completion  in  accordance  with  the 
application  and  approved  plans  and 
specifications. 

(g)  That  applicant  will  maintain  ade¬ 
quate  and  separate  accounting  and  fiscal 
records  and  accounts  for  all  funds  pro¬ 
vided  from  any  source  to  pay  the  cost 
of  the  project,  and  permit  audit  of  such 
records  and  accounts  at  any  reasonable 
times. 

(h)  That  applicant  will  furnish  prog¬ 
ress  reports  and  such  other  information 
as  the  Administrator  may  require. 

(i)  That  applicant  will  provide  and 
maintain  competent  and  adequate  archi¬ 
tectural  or  engineering  supervision  and 
inspection  at  the  construction  site  to 
insure  that  the  completed  work  con¬ 
forms  with  the  approved  plans  and 
specifications. 

(j)  That  sufficient  funds  will  be  avail¬ 
able  to  meet  the  non-Federal  share  of 
the  cost  of  construction.  Availability  of 
funds  for  the  non-Federal  share  of  con¬ 
struction  costs  shall  mean  (1)  funds 
immediately  available,  placed  in  escrow, 
or  acceptably  pledged,  or  (2)  funds  or 
fund  sources  specifically  earmarked  in 
a  sum  sufficient  for  that  purpose,  or 
(3)  other  assurances  acceptable  to  the 
Administrator. 

(k)  That  sufficient  funds  will  be  avail¬ 
able,  when  construction  of  the  project 
is  completed,  for  its  effective  use  as  a 
rehabilitation  facility  as  evidenced  by 
a  proposed  operating  budget  for  the 
2-year  period  immediately  following 
completion  of  the  project,  or  by  such 
other  evidence  as  the  Administrator  finds 
acceptable. 

(l)  (1)  That  any  laborer  or  mechanic 
employed  by  any  contractor  or  subcon¬ 
tractor  in  the  performance  of  work  on 
the  construction  of  the  facility  will  be 
paid  wTages  at  rates  not  less  than  those 
prevailing  on  similar  construction  in  the 
locality  as  determined  under  the  Davis- 
Bacon  Act  (40  U.S.C.  276a  et  seq.)  and 
will  receive  compensation  at  a  rate  not 
less  than  one  and  one-half  times  his 
basic  rate  of  pay  for  all  hours  worked  in 
any  workweek  in  excess  of  8  hours  in  any 
calendar  day  or  40  hours  in  the  workweek 
(40  U.S.C.  327-332) ;  and 

(2)  That  the  following  conditions  and 
provisions  will  be  included  in  all  con¬ 
struction  contracts: 


(i)  Provisions  pertaining  to  applicable 
labor  standards  provisions  of  the  Cope¬ 
land  Act  (Anti-Kickback)  and  the  Con¬ 
tract  Work  Hours  Standards  Act,  except 
in  the  case  of  contracts  in  the  amount 
of  $2,000  or  less,  and  the  rules  and  regu¬ 
lations  issued  under  each  of  these  acts. 

(ii)  The  contractor  shall  furnish  per¬ 
formance  and  payment  bonds,  each  of 
which  shall  be  in  the  full  amount  of  the 
contract  price,  and  shall  maintain,  dur¬ 
ing  the  life  of  the  contract,  adequate 
fire,  workmen’s  compensation,  public 
liability,  and  property  damage  insurance. 

(iii)  Representatives  of  the  Admin¬ 
istrator  will  have  access  at  all  reasonable 
times  to  work  wherever  it  is  in  prepara¬ 
tion  or  progress,  and  the  contractor  shall 
provide  proper  facilities  for  such  access 
and  inspection. 

(m)  That  the  facility  will  be  operated 
and  maintained  in  accordance  with  the 
minimum  standards  prescribed  by  the 
appropriate  State  regulatory  agency  for 
the  maintenance  and  operation  of  such 
facilities. 

(n)  That  the  grantee  will  incorporate, 
or  cause  to  be  incorporated,  into  con¬ 
struction  contracts  paid  for  in  whole  or 
in  part  with  funds  obtained  from  the 
Federal  Government  under  this  subpart, 
such  provisions  on  nondiscrimination  in 
employment  as  are  required  by  and 
pursuant  to  Executive  Order  No.  11246, 
and  that  the  grantee  will  otherwise 
comply  with  requirements  prescribed  by 
and  pursuant  to  such  order. 

(o)  That,  for  a  period  of  not  less  than 
20  years  after  the  completion  of  con¬ 
struction  of  the  project,  it  will  be  used  as 
a  public  or  other  nonprofit  rehabilitation 
facility. 

(p)  That  the  applicant  will  incorpo¬ 
rate  in  the  bid  document  and  construc¬ 
tion  contracts  the  standards  for  the  de¬ 
sign,  construction,  and  alteration  of 
buildings  issued  by  the  Administrator  of 
General  Services  or  the  Secretary  of 
Housing  and  Urban  Development  pursu¬ 
ant  to  the  act  approved  August  12,  1968 
(Public  Law  90-480).  Prior  to  the  issu¬ 
ance  of  such  standards,  the  applicant 
shall  incorporate  into  such  bid  document 
and  construction  contracts  the  “Ameri¬ 
can  Standard  Specifications  for  Making 
Buildings  and  Facilities  Accessible  to, 
and  Usable  by,  the  Physically  Handi¬ 
capped,”  No.  A117. 1-1961,  as  modified 
from  time  to  time. 

(q)  That  the  applicant  will  comply 
with  the  provisions  of  Executive  Order 
No.  11296  relating  to  evaluation  of  flood 
hazards;  and  the  provisions  of  Execu¬ 
tive  Order  No.  11288  relating  to  the  pre¬ 
vention,  control,  and  abatement  of  water 
pollution. 

(r)  That  the  applicant  will  conform  to 
all  the  regulations  of  this  subpart. 

§  404.23  Approval  of  State  agency. 

(a)  The  applicant  shall  be  responsible 
for  securing  the  advice  and  assistance  of 
the  appropriate  State  vocational  reha¬ 
bilitation  agency  or  agencies  in  the  de¬ 
velopment  of  an  application.  Each 
application  shall  be  reviewed  by  the  ap¬ 
propriate  State  agency  or  agencies  for 
approval.  Approved  applications  shall  be 


forwarded  to  the  Regional  Commissioner 
for  review  for  approval. 

(b)  The  approval  by  the  State  voca¬ 
tional  rehabilitation  agency  or  agencies 
shall  contain  or  be  accompanied  by  a 
statement  indicating  the  relationship  of 
the  project  to  the  purposes  and  priorities 
established  in  the  State  rehabilitation 
facilities  plan,  and  the  manner  and  ex¬ 
tent  to  which  the  project  will  increase 
the  scope  and  effectiveness  of  rehabilita¬ 
tion  programs  within  the  State  with 
specific  reference  to  the  program  of  the 
State  agency  or  agencies. 

(c)  Each  applicant  shall  be  notified 
in  writing  of  the  action  on  the  applica¬ 
tion.  Where  applications  are  disapproved 
by  the  State  agency,  the  applicant  shall 
be  notified  by  the  State  agency,  giving 
the  reasons  for  disapproval,  and  the  State 
agency  shall  forward  a  copy  of  such 
notification  to  the  Social  and  Rehabilita¬ 
tion  Service. 

§  404.24  Amendment  to  an  approved 
application. 

Any  amendment  to  an  approved  appli¬ 
cation  resulting  in  a  substantial  change, 
shall  be  processed  in  the  same  manner 
as  the  original  application.  No  such 
change  shall  be  put  into  effect  without 
the  approval  of  the  Administrator. 

§  404.25  Distribution  of  funds. 

Federal  funds  available  for  construc¬ 
tion  projects  (except  for  a  reserve  for 
priority  projects)  will  be  distributed  ini¬ 
tially  each  year  to  each  region  on  the 
basis  of  population.  Opportunity  will  be 
given  for  the  submittal  of  approvable  ap¬ 
plications  from  within  each  State.  Funds 
may  be  redistributed  from  time  to  time 
during  the  year  if  they  are  not  to  be 
used  within  the  region. 

§  404.26  Factors  considered  in  evaluat¬ 
ing  proposals. 

In  approving  applications,  the  Admin¬ 
istrator  will  give  consideration  to  the 
availability  of  rehabilitation  facilities 
and  other  pertinent  factors.  Preference 
will  be  given  to  those  rehabilitation  fa¬ 
cilities  which  are  primarily  vocationally 
oriented,  as  contrasted  with  those  which 
are  primarily  medically  oriented. 

§  404.27  Federal  financial  participation. 

(a)  The  amount  of  a  grant  with  re¬ 
spect  to  any  construction  project  shall 
be  equal  to  the  same  percentage  of  the 
cost  of  the  project  as  the  Federal  share 
which  would  be  applicable  in  the  case  of 
a  rehabilitation  facility  (as  defined  in 
section  625(g)  of  the  Public  Health  Serv¬ 
ice  Act,  42  U.S.C.  291o(g) )  in  the  same 
location. 

(b)  Federal  funds  will  be  available  for 
the  following  types  of  expenditures 
under  projects  approved  by  the  Adminis¬ 
trator:  (1)  Costs  of  construction  con¬ 
tracts;  (2)  architects’  fees;  (3)  acquisi¬ 
tion  of  land;  (4)  acquisition  of  existing 
buildings;  (5)  site  survey  and  soil  in¬ 
vestigation;  (6)  supervision  and  inspec¬ 
tion  at  the  site;  (7)  fixed  equipment; 
(8)  movable  equipment;  and  (9)  other 
costs  specifically  approved  in  the 
application. 
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(c)  Federal  funds  shall  not  be  avail¬ 
able  for  the  costs  of  offsite  improvements. 

§  404.28  Construction  payments. 

Payments  will  be  made  on  the  basis  of 
a  certification  by  a  qualified  individual 
as  to  the  amounts  due  the  applicant  for 
the  cost  of  work  performed  and  materials 
and  equipment  furnished.  Such  certifi¬ 
cation  shall  be  based  on  adequate  inspec¬ 
tions  to  determine  that  the  work  has  been 
performed  upon  a  project  or  purchases 
have  been  made  in  accordance  with  the 
approved  plans  and  specifications.  Pay¬ 
ments  shall  be  made  at  periodic  inter¬ 
vals  consistent  with  the  construction 
progress  of  the  project.  In  extraordinary 
circumstances  when  necessary  to  main¬ 
tain  construction  progress,  advance  pay¬ 
ments  may  be  made.  Final  payments 
shall  not  be  made  until  after  completion 
of  the  project. 

§  404.29  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577) ,  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  .to  the  Social  and 
Rehabilitation  Service  all  interest  earned 
on  grant  funds. 

§  404.30  Construction  standards. 

Approved  projects  shall  be  constructed 
according  to  minimum  standards  of  con¬ 
struction  and  equipment  for  rehabilita¬ 
tion  facilities  specified  by  the  Adminis¬ 
trator.  Applicable  State  and  local  codes 
and  regulations  must  be  observed.  The 
Administrator’s  standards  must  be  fol¬ 
lowed  where  they  exceed  any  State  and 
local  codes  and  regulations. 

§  404.31  Recovery:  food  cause  for  other 
use  of  facility. 

(a)  If,  within  20  years  after  comple¬ 
tion  of  any  construction  project  for 
which  funds  have  been  paid  under  this 
subpart,  the  rehabilitation  facility  shall 
cease  to  be  a  public  or  other  nonprofit 
rehabilitation  facility,  the  United  States 
shall  be  entitled  to  recover  from  the  ap¬ 
plicant  or  other  owner  of  the  facility  the 
amount  bearing  the  same  ratio  to  the 
then  value  (as  determined  by  agreement 
of  the  parties  or  by  action  brought  in 
the  U.S.  district  court  for  the  district  in 
which  such  facility  is  situated)  of  the 
facility,  as  the  amount  of  the  Federal 
participation  bore  to  the  cost  of  construc¬ 
tion  of  such  facility. 

(b)  In  determining  whether  there  is 
good  cause  for  releasing  the  applicant 
or  other  owner  of  the  facility  from  its 
obligation,  the  Administrator  shall  take 
into  consideration  the  extent  to  which: 

(1)  The  facility  will  be  devoted  by  the 
applicant  or  other  owner  to  use  for  an¬ 


other  public  or  nonprofit  purpose  which 
will  promote  the  purpose  of  the  act;  or 
(2)  There  are  reasonable  assurances 
that  for  the  remainder  of  the  20-year  pe¬ 
riod  other  public  or  nonprofit  facilities 
not  previously  utilized  for  the  purpose  for 
which  the  facility  was  constructed  will  be 
so  utilized  and  are  substantially  equiva¬ 
lent  in  nature  and  extent  for  such 
purposes. 

Subpart  D — Initial  Stuffing  Grants 
§  404.40  Purpose. 

Initial  staffing  grants  authorized  in 
section  12(f)  of  the  act  shall  be  made  for 
the  purpose  of  paying  part  of  the  costs 
of  compensation  of  the  initial  profes¬ 
sional  and  technical  staff  of  any  public 
or  nonprofit  rehabilitation  facility  con¬ 
structed  after  November  8,  1965. 

§  404.41  Professional  and  technical 
staff. 

Professional  and  technical  staff  for 
purposes  of  this  section  shall  include  such 
staff  as  workshop  directors,  placement 
specialists,  foremen,  floor  supervisors,  vo¬ 
cational  instructors,  physicians,  nurses, 
psychologists,  social  workers,  vocational 
evaluators,  vocational  counselors,  physi¬ 
cal  therapists,  occupational  therapists, 
recreation  therapists,  speech  and  hearing 
therapists,  administrators,  special  edu¬ 
cators,  business  managers,  medical  rec¬ 
ord  librarians,  aides  in  professional  fields, 
and  staff  in  such  other  positions  as  the 
Administrator  may  approve. 

§  404.42  Eligibility  of  rehabilitation  fa¬ 
cilities. 

Initial  staffing  grants  may  be  made 
only  with  respect  to  operation  of  a  re¬ 
habilitation  facility  following  construc¬ 
tion.  Preference  shall  be  given  to  the 
staffing  of  rehabilitation  facilities  con¬ 
structed  with  assistance  under  Subpart 
C  of  this  part.  Where  the  rehabilitation 
facility  was  in  operation  prior  to  con¬ 
struction,  an  initial  staffing  grant  shall 
be  made  only  for  additional  staff  which 
enables  the  facility  to  provide  new  serv¬ 
ices  or  extend  existing  services  to  a  sub¬ 
stantially  increased  number  of  clients. 
Where  the  construction  consists  of  re¬ 
modeling,  renovation,  or  alteration  of  an 
existing  rehabilitation  facility,  such  re¬ 
modeling,  renovation,  or  alteration  shall 
be  extensive  enough  to  result  in  the  addi¬ 
tion  of  new  services  or  the  extension  of 
existing  services  to  a  substantially  in¬ 
creased  number  of  handicapped  indi¬ 
viduals.  If  the  requirements  for  a  grant 
are  met  in  each  instance,  there  shall  be 
no  maximum  number  of  initial  staffing 
grants  for  which  a  rehabilitation  facility 
may  be  eligible. 

§  404.43  Applications. 

The  application  for  initial  staffing 
grants  may  be  made  prior  to  the  com¬ 
mencement  of  operation  of  a  rehabilita¬ 
tion  facility  or  during  the  15-month 
period  following  the  commencement  of 
operation  of  the  facility.  Applications 
shall  be  in  the  form  and  detail  required 
by  the  Administrator.  The  project  appli¬ 
cation  shall  include  (a)  a  narrative  de¬ 
scription  of  the  rehabilitation  facility’s 
existing  program  services  and  staff;  (b) 


a  list  of  job  titles  and  job  specifications 
of  staff  positions  for  which  assistance  is 
requested;  (c)  estimates  of  salary  needs 
for  the  initial  15  months  of  assistance 
and  for  the  following  3-year  period;  (d) 
a  financial  statement  for  the  most  recent 
year  of  operation;  (e)  a  narrative  de¬ 
scription  of  the  need  for  personnel;  (f) 
a  narrative  description  of  the  related 
construction  project;  (g)  evidence  of  new 
services  or  of  the  extension  of  services 
to  an  additional  number  of  clients;  (h)  a 
description  of  the  facility’s  plans  for  as¬ 
suming  the  full  cost  of  staffing  at  the  ter¬ 
mination  of  the  grant;  (i)  in  the  case  of 
a  grant  for  a  private,  nonprofit  rehabili¬ 
tation  facility  which  is  or  which  includes 
a  workshop,  assurance  that  applicable 
Federal  and  State  wage  and  hour  stand¬ 
ards  will  be  observed  or,  in  the  case  of  a 
grant  for  a  rehabilitation  facility  which 
is  or  which  includes  a  workshop,  and  is 
operated  by  a  State,  county,  or  municipal 
government,  assurance  that  the  facility 
will  comply  with  wage  and  hour  stand¬ 
ards  specified  by  the  Administrator, 
which  will  be  at  least  equal  to  those  im¬ 
posed  by  the  Fair  Labor  Standards  Act; 

(j)  assurance  that  the  rehabilitation  fa¬ 
cility  meets  safety  standards  specified 
by  the  Administrator;  (k)  assurance  that 
salaries  are  commensurate  with  the 
duties  performed;  (1)  proposed  starting 
date  for  the  staffing  project;  (m)  an 
agreement  to  make  such  financial  and 
administrative  reports  and  to  make  such 
records  and  accounts  as  the  Administra¬ 
tor  may  require  and  to  make  such  records 
and  accounts  available  for  audit  pur¬ 
poses;  and  (n)  such  other  information 
as  the  Administrator  may  require. 

§  404.44  Approval  of  Stale  agency. 

(a)  The  applicant  shall  be  responsible 
for  securing  the  advice  and  assistance  of 
the  appropriate  State  vocational  reha¬ 
bilitation  agency  or  agencies  in  the  de¬ 
velopment  of  an  application.  Each  ap¬ 
plication  shall  be  reviewed  by  the  ap¬ 
propriate  State  agency  or  agencies  for 
approval.  Approved  applications  shall  be 
forwarded  to  the  Regional  Commissioner 
for  review  for  approval. 

(b)  The  approval  by  the  State  voca¬ 
tional  rehabilitation  agency  or  agencies 
shall  contain  or  be  accompanied  by  a 
statement  indicating  the  relationship  of 
the  project  to  the  purposes  and  priorities 
established  in  the  State  rehabilitation 
facilities  plan  and  shall  indicate  the 
manner  and  extent  to  which  the  project 
will  increase  the  scope  and  effectiveness 
of  rehabilitation  programs  within  the 
State  with  specific  reference  to  the  pro¬ 
gram  of  the  State  agency. 

(c)  Each  applicant  shall  be  notified  in 
writing  of  the  action  on  the  application. 
Where  an  application  is  disapproved  by 
the  State  agency,  the  applicant  shall  be 
notified  by  the  State  agency,  giving  the 
reasons  for  disapproval,  and  the  State 
agency  shall  forward  a  copy  of  such 
notification  to  the  Social  and  Rehabilita¬ 
tion  Service. 

§  404.45  Federal  financial  participation. 

The  amount  of  Federal  financial  par¬ 
ticipation  under  an  initial  staffing  grant 
shall  be  related  directly  to  the  date  of 
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the  commencement  of  the  operation  of 
the  rehabilitation  facility.  The  date  of 
commencement  of  operation  of  a  reha¬ 
bilitation  facility  shall  be  that  date  on 
which  the  first  client  is  admitted  for 
services  after  the  completion  of  the  re¬ 
lated  construction  project  or  such  earlier 
date  after  completion  of  such  project  as 
is  specified  in  the  approved  application 
for  *he  initial  staffing  grant.  A  grant  shall 
not  exceed  75  per  centum  of  eligible 
compensation  costs  (including  salary 
and  fringe  benefits)  for  the  period  ending 
with  the  close  of  the  15th  month  follow¬ 
ing  the  month  in  which  such  operation 
commenced,  60  per  centum  of  such  costs 
for  the  first  year  thereafter,  45  per 
centum  of  such  costs  for  the  second  year 
thereafter,  and  30  per  centum  of  such 
costs  for  the  third  year  thereafter. 

§  404.46  Payments. 

Payment  of  the  Federal  share  of  the 
costs  of  the  initial  staffing  project  shall 
be  made  quarterly,  or  for  such  other 
period  as  the  Administrator  may  deter¬ 
mine,  as  an  advance  for  estimated  costs 
or  as  reimbursement  to  the  grantee. 

§  404.47  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577),  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social  and 
Rehabilitation  Service  all  interest  earned 
on  grant  funds. 

§  404.48  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Regional  Commissioner 
and  the  State  agency  in  writing,  giving 
the  reasons  for  termination,  an  account¬ 
ing  of  funds  granted  for  the  project,  and 
other  pertinent  information.  The  grant 
may  be  terminated  in  whole  or  in  part 
at  any  time  at  the  discretion  of  the  Ad¬ 
ministrator.  The  grantee  and  the  State 
agency  will  be  given  prompt  notice  of 
the  termination,  including  the  reasons 
therefor.  Such  termination  shall  not  af¬ 
fect  obligations  incurred  prior  to  the 
termination  of  the  grant.  Upon  termina¬ 
tion  or  completion  of  a  project,  the  pro¬ 
portion  of  unexpended  funds  attributable 
to  the  Federal  grant  shall  be  refunded. 

Subpart  E — Rehabilitation  Facility 
Improvement  Grants 

§  404.50  Purpose. 

Rehabilitation  facility  improvement 
grants  authorized  in  section  13(b)  of  the 
act  shall  be  made  for  paying  part  of  the 
cost  of  projects  for  rehabilitation  facili¬ 
ties  to  analyze,  improve,  and  increase 
their  professional  services  to  the  handi¬ 


capped,  their  business  management  or 
any  other  part  of  their  operations  affect¬ 
ing  their  capability  to  provide  employ¬ 
ment  and  services  for  the  handicapped. 

§  404.51  Eligible  applicants. 

Any  public  or  other  nonprofit  re¬ 
habilitation  facility  which  has  been  in 
operation  for  at  least  12  months  (or  an 
organization  directly  responsible  for  op¬ 
eration  of  such  a  rehabilitation  facility) 
shall  be  eligible  to  apply  for  a  rehabilita¬ 
tion  facility  improvement  grant. 

§  404.52  Applications. 

Applications  for  rehabilitation  facility 
improvement  grants  may  be  made  at  any 
time.  Applications  shall  be  made  in  the 
form  and  detail  required  by  the  Admin¬ 
istrator.  The  project  application  shall 
include  (a)  a  detailed  description  of  the 
present  program  within  the  rehabilita¬ 
tion  facility  and  of  existing  needs  for 
improvement;  (b)  a  statement  of  the 
extent  to  which  the  rehabilitation  facility 
improvement  grant  will  make  possible 
such  improvement;  (c)  a  proposed  proj¬ 
ect  budget;  (d)  in  the  case  of  a  grant 
for  a  private,  nonprofit  rehabilitation 
facility  which  is  or  which  includes  a 
workshop,  assurance  that  applicable 
Federal  and  State  wage  and  hour  stand¬ 
ards  will  be  observed  or,  in  the  case  of 
a  grant  for  a  rehabilitation  facility  which 
is  or  which  includes  a  workshop  and  is 
operated  by  a  State,  county,  or  municipal 
government,  assurance  that  the  facility 
Will  comply  with  wage  and  hour  stand¬ 
ards  specified  by  the  Administrator  which 
will  be  at  least  equal  to  those  imposed  by 
the  Fair  Labor  Standards  Act;  (e)  as¬ 
surance  that  the  rehabilitation  facility 
meets  safety  standards  prescribed  by 
regulations  of  the  Secretary  of  Labor; 
(f)  an  agreement  to  make  such  admin¬ 
istrative  and  financial  reports  and  to 
keep  such  records  and  accounts  as  the 
Administrator  may  require  and  to  make 
such  records  and  accounts  available  for 
audit  purposes;  (g)  a  description  of  plans 
for  maintaining  the  improvement  after 
the  expiration  of  the  period  of  Federal 
assistance;  and  (h)  such  other  informa¬ 
tion  as  the  Administrator  may  require. 
Applications  for  grants  for  salary  as¬ 
sistance  shall  also  include  (i)  a  descrip¬ 
tion  of  how  existing  staff  are  and  will 
be  utilized;  (j)  description  of  qualifica¬ 
tions  and  utilization  of  additional  staff; 
and  (k)  assurance  that  salaries  of  staff 
assisted  through  the  grant  will  be  com¬ 
mensurate  with  the  duties  to  be 
performed. 

§  404.53  Review  by  Stale  agency. 

(a)  The  applicant  shall  be  responsible 
for  securing  the  advice  and  assistance  of 
the  appropriate  State  vocational  reha¬ 
bilitation  agency  or  agencies  in  the  de¬ 
velopment  of  an  application.  Each 
application  shall  be  reviewed  by  the  ap¬ 
propriate  State  vocational  rehabilitation 
agency  or  agencies  prior  to  forwarding  to 
the  Regional  Commissioner  for  review 
for  approval. 

(b)  The  State  agency  or  agencies  shall 
make  recommendations  for  approval  or 
disapproval,  and  shall  indicate  the  rela¬ 
tionship  of  the  project  to  the  purposes 


and  priorities  established  in  the  State 
rehabilitation  facilities  plan  and  the 
manner  and  extent  to  which  the  project 
will  increase  the  scope  and  effectiveness 
of  rehabilitation  programs  within  the 
State  with  specific  reference  to  the  pro¬ 
gram  of  the  State  agency. 

(c)  Each  applicant  shall  be  notified  in 
writing  of  the  action  on  the  application, 
by  the  Social  and  Rehabilitation 
Service. 

§  404.54  Federal  financial  participation. 

Federal  financial  participation  shall  be 
available  for  the  following  types  of  ex¬ 
penditures  under  approved  projects:  (a) 
Staff  salary  assistance  (including  fringe 
benefits)  in  the  employment  of  addi¬ 
tional  staff;  (b)  staff  development  activi¬ 
ties,  including  educational  leave;  (c) 
studies  by  a  recognized  expert  or  consult¬ 
ant  concerning  the  professional  or  busi¬ 
ness  practices  within  the  rehabilitation 
facility;  (d)  purchase  or  rental  of  equip¬ 
ment;  and  (e)  other  forms  of  assistance 
to  rehabilitation  facilities  to  carry  out 
the  purposes  of  this  subpart  as  may  be 
approved  in  the  application.  Federal 
financial  participation  shall  not  be  avail¬ 
able  to  pay  costs  of  acquiring,  construct¬ 
ing,  expanding,  remodeling,  or  altering 
any  building.  Federal  financial  partici¬ 
pation  shall  not  exceed  90  per  centum  of 
the  total  project  cost  for  the  first  year  of 
each  project  and  may  decrease  in  each 
subsequent  year  in  which  continuation 
support  is  provided. 

§  404.55  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrances  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award  shall 
also  specify  the  project  period  (not  in 
excess  of  3  years)  for  which  support  is 
contemplated  if  the  activity  is  satisfac¬ 
torily  carried  out  and  Federal  funds  are 
available.  For  continuation  support, 
grantees  must  make  separate  applica¬ 
tion  in  the  form  and  detail  prescribed  by 
the  Administrator. 

§  404.56  Distribution  of  funds. 

Federal  funds  available  for  rehabilita¬ 
tion  facility  improvement  grants  (except 
for  a  reserve  for  priority  projects)  will  be 
distributed  initially  each  year  to  each 
region  on  the  basis  of  population,  with  a 
view  to  making  grants  available  for  reha¬ 
bilitation  facilities  in  each  State  Funds 
may  be  redistributed  from  time  to  time 
during  the  year  if  they  are  not  to  be  used 
within  the  region. 

§  404.57  Payments. 

Payments  of  the  Federal  share  of  the 
cost  of  the  rehabilitation  facility  im¬ 
provement  project  shall  be  made  quar¬ 
terly,  or  for  such  other  period  as  the 
Administrator  may  determine,  as  an  ad¬ 
vance  for  estimated  costs  or  as  reim¬ 
bursement  to  the  grantee. 

§  404.58  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-599),  a  State,  as  defined 
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in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social  and 
Rehabilitation  Service  all  interest  earned 
on  grant  funds. 

§  404.59  Reports. 

The  grantee  shall  submit  to  the 
Regional  Commissioner  and  to  the  State 
agency  periodic  activity  reports  describ¬ 
ing  the  effect  of  the  grants  in  improving 
the  program  of  the  rehabilitation  facil¬ 
ity.  Financial,  administrative,  and  ac¬ 
tivity  reports  shall  be  submitted  in  the 
form  and  at  the  intervals  prescribed  by 
the  Administrator. 

§  404.60  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Regional  Commissioner 
and  the  State  agency  in  writing,  giving 
the  reasons  for  termination,  an  account¬ 
ing  of  funds  granted  for  the  project,  and 
other  pertinent  information.  The  grant 
may  be  terminated  in  whole  or  in  part, 
at  any  time  at  the  discretion  of  the  Ad- 
minstrator.  The  grantee  and  the  State 
agency  will  be  given  prompt  notice  of  the 
termination,  including  the  reasons  there¬ 
for.  Such  termination  shall  not  affect 
obligations  incurred  prior  to  the  termin¬ 
ation  of  the  grant.  Upon  termination 
or  completion  of  a  project,  the  propor¬ 
tion  of  unexpended  funds  attributable  to 
the  Federal  grant  shall  be  refunded. 

Subpart  F — Technical  Assistance  to 
Rehabilitation  Facilities 

§  404.65  Furnishing  of  technical  assist¬ 
ance. 

Technical  assistance  authorized  in 
section  13(c)  of  the  act  will  be  furnished, 
directly,  or  by  contract  with  State  vo¬ 
cational  rehabilitation  agencies  or  ex¬ 
perts  or  consultants  or  groups  thereof 
to  provide  technical  assistance  and  con¬ 
sultation  to  public  and  other  nonprofit 
rehabilitation  facilities.  Such  technical 
assistance  may  be  in  such  areas  as  the 
provision  of  medical,  psychological,  so¬ 
cial,  vocational,  and  other  rehabilitation 
services  within  rehabilitation  facilities; 
the  utilization  of  subprofessional  and 
support  personnel  within  rehabilitation 
facilities;  vocational  evaluation  and  work 
adjustment  techniques  and  practices; 
plant  layout,  contract  procurement  wage 
standards,  industrial  engineering,  sys¬ 
tems  accounting,  planning  for  efficient 
production  on  new  contracts,  work  sim¬ 
plification,  labor  relations,  and  quality 
control. 

§  404.66  Per  diem  payments. 

Experts  or  consultants,  while  providing 
technical  assistance  consultations  pur¬ 
suant  to  §  404.65,  shall  be  entitled  to  re¬ 
ceive  compensation  at  rates  fixed  by  the 


Secretary,  but  not  exceeding  $100  per 
diem,  including  travel  time,  and  while 
so  serving  away  from  their  homes  or  reg¬ 
ular  places  of  business  they  may  be  al¬ 
lowed  travel  expenses,  including  per  diem 
in  lieu  of  subsistence,  as  authorized  by 
section  5703  of  title  5,  United  States  Code 
for  persons  in  the  government  service 
employed  intermittently. 

§  404.67  Recommendations  and  reports. 

A  rehabilitation  facility  which  receives 
technical  consultations  will  be  furnished 
with  the  recommendations  of  the  con¬ 
sultant.  A  copy  of  the  recommendations 
will  also  be  furnished  to  the  appropriate 
State  agency.  The  rehabilitation  facility 
will  be  expected  to  give  a  prompt  report 
concerning  the  consultation  and  a  report 
6  months  afterwards  as  to  what  has  been 
done  about  the  recommendations. 

Subpart  G — National  Policy  and 
Performance  Council 
§  404.70  Appointment  and  composition. 

The  National  Policy  and  Performance 
Council  shall  consist  of  12  members  not 
otherwise  in  the  full-time  regular  em¬ 
ploy  of  the  United  States  and  appointed 
by  the  Secretary  without  regard  to  civil 
service  laws.  The  Secretary  shall,  from 
time  to  time,  appoint  one  of  the  mem¬ 
bers  to  serve  as  chairman.  The  appointed 
members  shall  be  selected  from  among 
leaders  in  the  vocational  rehabilitation 
and  workshop  fields,  State  and  local 
government,  business  and  from  among 
representatives  of  related  professions, 
labor  leaders,  and  the  general  public. 

§  404.71  Term  of  office. 

Each  appointed  member  shall  hold  of¬ 
fice  for  a  term  of  4  years  except  that  any 
member  appointed  to  fill  a  vacancy  oc¬ 
curring  prior  to  the  expiration  of  the 
term  for  which  his  predecessor  is  ap¬ 
pointed  shall  be  appointed  for  the  re¬ 
mainder  of  such  term;  and  except  that, 
of  the  members  first  appointed,  three 
shall  liold  office  for  a  term  of  3  years, 
three  shall  hold  office  for  a  term  of  2 
years,  and  three  shall  hold  office  for  a 
term  of  1  year,  as  designated  by  the  Sec¬ 
retary  at  the  time  of  appointment.  No 
member  of  the  Council  shall  be  eligible 
for  reappointment  until  a  year  has 
elapsed  after  the  end  of  his  preceding 
term. 

§  404.72  Duties. 

The  Council  shall  (a)  advise  the  Ad¬ 
ministrator  with  respect  to  the  policies 
and  criteria  to  be  used  in  determining 
whether  or  not  to  make  grants  for  proj¬ 
ects  for  training  services  under  Subpart 
H  of  this  part;  (b)  make  recommenda¬ 
tions  with  respect  to  rehabilitation  fa¬ 
cility  improvement  and  the  extent  to 
which  the  program  under  Subpart  E  of 
this  part  is  effective  in  accomplishing  its 
purpose,  especially  insofar  as  it  relates 
to  rehabilitation  facilities  which  are  or 
which  contain  workshops;  and  (c)  per¬ 
form  such  other  services  with  respect  to 
rehabilitation  facilities  which  are  or 
which  contain  workshops  as  the  Admin¬ 
istrator  may  request.  The  Administrator 
shall  make  available  to  the  Council  such 
technical,  administrative,  and  other  as¬ 


sistance  as  it  may  require  to  carry  out 
its  functions. 

§  404.73  Per  diem  payments. 

Appointed  members  of  the  Council, 
while  attending  meetings  or  conferences 
thereof  or  otherwise  serving  on  business 
of  the  Council,  shall  be  entitled  to  re¬ 
ceive  compensation  at  a  rate  to  be  fixed 
by  the  Secretary,  but  not  exceeding  $100 
per  day,  including  travel  time,  and  while 
so  serving  away  from  their  homes  or 
regular  places  of  business  they  may  be 
allowed  travel  expenses,  including  per 
diem  in  lieu  of  subsistence,  as  authorized 
by  section  5703  of  title  5,  United  States 
Code  for  persons  in  the  government 
service  employed  intermittently. 

Subpart  H — Grants  for  Projects  for 
Training  Services 
§  404.75  Purpose. 

Under  section  13(a)  of  the  act,  grants 
may  be  made  to  States  and  public  and 
other  nonprofit  organizations  and  agen¬ 
cies  to  pay  90  per  centum  of  the  cost  of 
projects  for  providing  training  services, 
leading  to  gainful  employment,  to  handi¬ 
capped  individuals  in  public  or  other 
nonprofit  rehabilitation  facilities. 

§  404.76  Terms. 

For  purposes  of  this  subpart,  unless 
otherwise  indicated  in  this  subpart,  the 
terms  below  are  defined  as  follows: 

(a)  “Training  services”  includes  (1) 
training  in  occupational  skills;  (2)  re¬ 
lated  services,  including  work  evaluation, 
work  testing,  provision  of  occupational 
tools  and  equipment  required  by  an  in¬ 
dividual  to  engage  in  such  training,  and 
job  tryouts;  and  (3)  payment  of  weekly 
training  allowances  to  Individuals 
receiving  such  training  and  related 
services. 

(b)  “Training  in  occupational  skills” 
means  a  planned  and  systematic  se¬ 
quence  of  instruction  under  competent 
supervision  which  is  designed  to  impart 
predetermined  skills  and  knowledge 
with  respect  to  a  specific  occupational  ob¬ 
jective  or  a  job  family,  and  to  assist  the 
individual  to  adjust  to  a  work  environ¬ 
ment  through  the  development  of  appro¬ 
priate  patterns  of  behavior. 

(c)  “Work  evaluation”  means  the  ap¬ 
praisal  of  the  individual’s  capacity  (1)  to 
adjust  to  a  work  environment,  (2)  to  ac¬ 
quire  occupational  skills,  and  (3)  to  at¬ 
tain  appropriate  vocational  goals. 

(d)  “Work  testing”  means  the  utiliza¬ 
tion  of  work  simulated  or  real,  to  assess 
the  individual’s  productive,  physical,  and 
psychological  capacity  to  adapt  to  a  work 
environment. 

(e)  “Job  tryouts”  means  work  expe¬ 
rience,  within  a  rehabilitation  facility  or 
in  conjunction  with  outside  industry  or 
other  community  resources  to  assist  the 
individual  to  acquire  knowledge  and  de¬ 
velop  skills,  and  to  assess  his  readiness 
for  job  placement  or  fitness  to  engage  in 
a  specific  occupation. 

§  404.77  Eligible  applicants. 

States  and  public  and  other  nonprofit 
organizations  and  agencies  shall  be  eli¬ 
gible  to  apply  for  grants  for  projects  for 
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training  services.  A  State  agency  may  ap¬ 
ply  for  a  grant  for  use  in  a  rehabilitation 
facility  operated  or  designated  by  the 
State  agency. 

§  404.78  Qualification  of  rehabilitation 
facilities. 

A  basic  condition  for  the  receipt  of  a 
grant  is  that  the  rehabilitation  facility, 
to  be  involved  in  the  provision  of  train¬ 
ing  services,  shall  meet  the  following 
requirements:  (a)  It  is  a  public  or  pri¬ 
vate  nonprofit  rehabilitation  facility;  (b) 
it  has  been  in  operation  at  least  1  year; 

(c)  it  will  provide  training  courses  in  oc¬ 
cupational  skills  (with  the  major  portion 
of  each  course  being  provided  within 
the  rehabilitation  facility)  and  related 
services  including  work  evaluation,  work 
testing,  and  job  tryouts  and  the  major 
portion  of  each  of  these  items  with  the 
exception  of  job  tryouts,  will  be  pro¬ 
vided  within  the  rehabilitation  facility; 

(d)  it  meets  applicable  safety  standards 
prescribed  by  regulation  of  the  Secretary 
of  Labor;  (e)  it  substantially  meets  the 
standards  promulgated  by  the  Adminis¬ 
trator  with  the  advice  of  the  National 
Policy  and  Performance  Council;  and 
(f)  it  prepares  trainees  for  gainful 
employment. 

§  404.79  Application  procedure. 

(a)  Application  for  a  project  for 
training  services  shall  be  in  the  form  and 
detail  required  by  the  Administrator.  In 
the  case  of  an  applicant  other  than  a 
State  vocational  rehabilitation  agency, 
the  application  shall  be  reviewed  by  the 
appropriate  State  agency,  and  forwarded 
to  the  Regional  Commissioner  for  review 
for  approval.  In  the  case  of  an  applica¬ 
tion  by  a  State  agency,  the  application 
shall  be  submitted  to  the  Regional  Com¬ 
missioner.  Where  the  Social  and  Reha¬ 
bilitation  Service  considers  that  an  ap¬ 
plication  has  grant  potential,  it  shall  ar¬ 
range  for  a  survey  of  the  facility  which 
will  be  the  site  of  the  training  services 
project. 

(b)  The  Social  and  Rehabilitation 
Service  will  notify  each  applicant  in 
writing  of  the  action  taken  on  its 
application. 

§  404.80  Application  content. 

The  application  for  a  grant  shall:  (a) 
Describe  how  the  project  will  be  or¬ 
ganized  including  designation  of  a  proj¬ 
ect  director;  (b)  describe  the  role  of  the 
State  agency  in  the  project  and  its  rela¬ 
tionship  with  the  facility  in  which  the 
training  is  to  be  provided,  including  the 
determination  by  the  State  agency  as  to 
whether  individuals  are  suitable  for  and 
in  need  of  training  services;  (c)  describe 
the  rehabilitation  facility  in  which  the 
training  will  be  provided,  giving  infor¬ 
mation  on,  (1)  the  kinds  of  training  to 
be  provided  in  relationship  to  employ¬ 
ment  possibilities,  the  manner  in  which 
this  training  will  be  provided,  and  the 
length  of  the  various  training  programs, 
(2)  the  staff  and  the  qualifications  of  the 
staff  that  will  be  assigned  to  the  project, 
as  well  as  other  supportive  resources 
available,  and  (3)  the  methods  to  be 
followed  in  the  development  of  the  indi¬ 
vidualized  training  program  for  each 


trainee  based  upon  his  specific  needs, 
capacities,  interests,  and  other  relevant 
factors;  (d)  specify  the  duration  of  the 
project;  (e)  set  forth  a  budget  for  the 
project;  (f)  describe  the  procedures  that 
will  be  followed  for  the  placement  and 
follow  up  of  trainees  in  gainful  employ¬ 
ment  upon  completion  of  training;  (g) 
contain  an  agreement  to  make  such  re¬ 
ports  and  to  keep  such  records  as  the 
Administrator  may  require  and  to  make 
such  records  and  accounts  available  for 
audit  purposes;  (h)  where  the  training 
will  be  provided  in  a  private,  nonprofit  re¬ 
habilitation  facility  which  is  or  which 
contains  a  workshop,  give  assurance  that 
applicable  Federal  and  State  wage  and 
hour  standards  will  be  observed  or,  where 
the  training  will  be  provided  in  a  re¬ 
habilitation  facility  which  is  or  which 
contains  a  workshop  and  is  operated  by  a 
State,  county,  or  municipal  government, 
give  assurance  that  the  rehabilitation 
facility  will  comply  with  wage  and  hour 
standards  specified  by  the  Administrator, 
which  will  be  at  least  equal  to  those  im¬ 
posed  by  the  Fair  Labor  Standards  Act, 
as  amended;  (i)  give  assurance  that  the 
rehabilitation  facility  will  meet  safety 
standards  prescribed  by  regulation  of  the 
Secretary  of  Labor;  (j)  give  assurance 
that  the  rehabilitation  facility  will  sub¬ 
stantially  meet  the  standards  promul¬ 
gated  by  the  Administrator  with  the  ad¬ 
vice  of  the  National  Policy  and  Perfor¬ 
mance  Council;  (k)  state  the  source,  or 
sources,  of  non-Federal  funds;  and  (1) 
include  such  other  information  as  the 
Administrator  may  require. 

§  404.81  Assurances  from  applicant. 

The  applicant  shall  submit  with  his 
application  assurances  that  (a)  weekly 
training  allowances  will  not  reduce,  but 
will  supplement,  any  wages  or  other  re¬ 
muneration  due  a  trainee,  and  the 
amount  of  the  payment  for  the  weekly 
training  allowance  will  be  identified  and 
disbursed  separately  from  any  payment 
representing  wages  or  other  remunera¬ 
tion  due  a  trainee,  (b)  no  trainee  will 
remain  in  training  when  it  is  determined 
that  he  is  no  longer  making  reasonable 
progress  (as  indicated  by  regular  train¬ 
ing  progress  reports)  toward  the  comple¬ 
tion  of  his  traininig  program  or  the  de¬ 
velopment  of  a  capability  for  gainful 
employment,  or  in  any  event  for  more 
than  2  years,  (c)  in  the  event  any  portion 
of  the  training  services  is  performed  out¬ 
side  the  designated  rehabilitation  facility 
the  applicant  will  retain  responsibility  for 
the  quality  of  such  services,  and  (d)  the 
full  range  of  training  services  will  be 
made  available  to  each  trainee  to  the  ex¬ 
tent  of  his  need  for  such  services. 

§  404.82  Site  survey  of  rehabilitation 
facilities. 

A  site  survey  will  be  made  prior  to 
final  determination  of  an  application  that 
is  considered  to  have  grant  potential  in 
order  to  determine  whether  the  proposed 
project  facility  meets  applicable  safety 
standards  prescribed  by  regulations  of 
the  Secretary  of  Labor  and  substantially 
meets  standards  promulgated  by  the  Ad¬ 
ministrator  with  the  advice  of  the  Na¬ 


tional  Policy  and  Performance  Council. 

A  site  survey  may  also  be  made  whenever 
the  Administrator  deems  it  necessary  in 
connection  with  the  project.  The  survey 
shall  be  conducted  by  a  team  competent 
in  the  field  Of  rehabilitation  facilities. 
The  team  shall  include  two  or  more  of 
the  following:  (a)  A  representative  of 
the  State  agency,  (b)  a  person  from  an 
operating  rehabilitation  facility,  other 
than  the  applicant,  (c)  technical  assist¬ 
ance  consultants  from  Social  and  Reha¬ 
bilitation  Service  panels,  or  (d)  other 
qualified  persons  except  that  where  a 
State  agency  is  the  applicant,  no  officer 
or  employee  of  such  agency  shall  partici¬ 
pate  on  the  survey  team.  A  written  report 
of  the  survey  in  the  form  and  detail  re¬ 
quired  by  the  Administrator  shall  be 
submitted  to  the  Social  and  Rehabilita¬ 
tion  Service. 

§  404.83  Selection  of  individuals  to  enter 

a  project  for  training  services. 

The  individuals  to  receive  training 
services  under  a  project  will  include  only 
individuals  who  have  been  certified  as 
eligible  pursuant  to  §  401.30(b)  of  this 
chapter  and  have  been  determined,  by 
the  appropriate  State  agency  of  the 
State  in  which  the  rehabilitation  facility 
is  located,  to  be  suitable  for  and  in  need 
of  such  training  services. 

§  404.84  Weekly  training  allowances. 

(a)  A  weekly  training  allowance  shall 
be  available  to  each  trainee,  except  that 
such  allowance  shall  not  be  paid  for  any 
period  in  excess  of  2  years  and  for  any 
week  shall  not  exceed  $25  plus  $10  for 
each  of  his  dependents,  or  $65,  which¬ 
ever  is  less.  Dependents  shall  be  included 
whose  relationship  to  the  trainee  is  that 
of  spouse,  parent,  child  under  the  age  of 
21  (including  an  adopted  child  or  step¬ 
child),  or  handicapped  child  whose  de¬ 
pendency  is  related  to  the  handicap,  and 
who  are  living  in  the  same  home  with  the 
trainee. 

(b)  The  amount  of  the  weekly  train¬ 
ing  allowance  shall  be  determined  in 
accordance  with  §§  404.85  and  404.86.  It 
is  anticipated  that  ordinarily  the  trainee 
will  receive  the  maximum  allowance  of 
$25  per  week  for  himself,  but  such  al¬ 
lowance  may  be  adjusted  pursuant  to  the 
provisions  of  §  404.86.  In  view  of  the 
incentive  factor,  however,  the  adjusted 
weekly  training  allowance  available  to  a 
trainee  shall  not  be  less  than  $10  per 
week.  To  the  extent  that  the  weekly 
training  allowance  is  paid  for  depend¬ 
ents,  the  amount  shall  be  $10  per  week 
for  each  dependent. 

(c)  The  State  agency  shall  make  final 
determination,  after  consultation  with 
the  project  facility  and  in  accordance 
with  the  training  services  plan,  with  re¬ 
spect  to  (1)  the  amount  of  the  weekly 
training  allowance  and  (2)  any  adjust¬ 
ment  to  be  made  in  the  amount  of  the 
allowance. 

§  404.83  Factors  considered  in  deter¬ 
mining  the  amount  of  Meekly  train¬ 
ing  allowances. 

In  determining  the  amount  of  such  al¬ 
lowance  the  following  factors  shall  be 
considered:  (a)  The  extent  of  the  need 
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for  the  allowance,  including  any  ex¬ 
penses  reasonably  attributable  to  receipt 
of  training  services,  (b)  the  extent  to 
which  the  allowance  will  help  ensure 
entry  into  and  satisfactory  completion 
of  training  and  (c)  the  extent  which  the 
allowance  will  motivate  the  trainee  to 
achieve  a  better  standard  of  living. 

§  404.86  Factors  considered  in  adjust¬ 
ment  of  weekly  training  allowances. 

(a)  Adjustment  in  the  weekly  training 
allowances  may  be  made  at  any  time 
during  the  individual’s  training  period 
and  the  amount  of  the  allowance  shall  be 
reviewed  periodically.  The  project  facility 
may  propose  the  adjustment,  but  the 
final  determination  shall  be  made  by  the 
State  agency. 

(b)  In  considering  whether  adjust¬ 
ment  1s  appropriate  the  following  factors 
will  be  considered:  (1)  Whether  the 
trainee  is  earning  a  wage,  (2)  the  rela¬ 
tionship  of  the  amount  of  wages,  if  any, 
to  the  amount  of  the  allowance,  (3)  any 
other  material  change  in  the  economic 
condition  of  the  individual  or  his  family, 
and  (4)  the  effect  of  any  adjustment  on 
the  incentive  of  the  trainee. 

§  404.87  Federal  financial  participation. 

(a)  Federal  financial  participation 
will  be  available  only  in  those  costs  set 
forth  in  the  approved  application  for  a 
training  services  project.  Such  costs  may 
include  (1)  compensation  costs  (includ¬ 
ing  salary  and  fringe  benefits)  of  full¬ 
time  or  part-time  employees  of  the  proj¬ 
ect,  (2)  travel  costs  of  such  employees 
for  travel  essential  to  the  project,  (3) 
the  purchase  or  rental  of  supplies,  equip¬ 
ment,  and  materials  necessary  for  the 
project,  (4)  indirect  costs,  if  the  rehabili¬ 
tation  facility  is  not  operated  by  the 
State  agency,  (5)  telephone,  postage,  and 
other  communication  costs,  (6)  in  the 
case  of  a  grant  to  a  State  agency,  services 
provided  through  purchase  or  other  con¬ 
tractual  arrangement  with  a  rehabilita¬ 
tion  facility  (not  operated  by  the  State 
agency)  as  set  forth  in  the  approved  ap¬ 
plication  provided  such  service  costs  in¬ 
clude  only  items  permitted  by  direct 
grant,  (7)  the  purchase  of  psychological 
and  other  tests  and  testing  materials  to 
be  used  in  the  work  evaluation  of  train¬ 
ees,  (8)  the  purchase  of  occupational 
tools  and  equipment  required  by  train¬ 
ees,  to  engage  in  training  and  job  tryouts 
such  tools  and  equipment  to  remain  the 
property  of  the  rehabilitation  facility,  (9) 
the  payment  of  weekly  training  allow¬ 
ances,  and  (10)  other  costs  as  may  be 
approved  in  the  application.  Federal  fi¬ 
nancial  participation  shall  be  at  the  rate 
of  90  per  centum  of  approved  costs. 

(b)  Federal  financial  participation 
shall  not  be  available  to  pay  costs  of 
acquiring,  constructing,  expanding,  re¬ 
modeling,  or  altering  any  building. 

§  404.88  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Fed¬ 
eral  funds  available  for  such  purposes  on 
the  date  of  the  award.  The  Initial  award 
shall  also  specify  the  project  period  for 


which  support  is  contemplated  if  the 
activity  is  satisfactorily  carried  out  and 
Federal  funds  are  available.  For  contin¬ 
uation  support,  grantees  must  make 
separate  application  in  the  form  and 
detail  required  by  the  Administrator. 

§  404.89  Payments. 

Payments  of  the  Federal  share  of  an 
approved  training  services  project  may 
be  made  in  installments,  and  in  advance 
for  estimated  costs  of  operation  or  by 
way  of  reimbursement  to  the  grantee  and 
shall  be  subject  to  such  requirements  as 
the  Administrator  may  establish. 

§  404.90  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577),  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be  held 
accountable  for  interest  earned  on  grant 
funds,  pending  their  disbursement  for 
program  purposes.  A  State,  as  defined  in 
the  Intergovernmental  Cooperation  Act, 
section  102,  means  any  one  of  the  several 
States,  the  District  of  Columbia,  Puerto 
Rico,  any  territory  or  possession  of  the 
United  States,  or  any  agency  or  instru¬ 
mentality  of  a  State,  but  does  not  include 
the  governments  of  the  political  subdivi¬ 
sions  of  the  State.  All  other  grantees 
must  return  to  the  Social  and  Rehabilita¬ 
tion  Service  all  interest  earned  on  grant 
funds. 

§  404.91  Reports. 

Progress,  financial,  and  other  re¬ 
ports  shall  be  submitted  in  the  form 
and  at  intervals  prescribed  by  the 
Administrator. 

§  404.92  Project  revision. 

A  revision  of  an  approved  project  for 
training  services  shall  be  submitted 
whenever  necessary  to  reflect  any  ma¬ 
terial  change  in  the  scope  of  the  project 
or  its  operation  or  administration. 

§  404.93  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Social  and  Rehabilita¬ 
tion  Service  in  writing,  giving  the  rea¬ 
sons  for  termination,  an  accounting  of 
funds  granted  for  the  project,  and  other 
pertinent  information.  The  grant  may 
be  terminated,  in  whole  or  in  part,  at  any 
time  at  the  discretion  of  the  Administra¬ 
tor.  The  grantee  will  be  given  prompt 
notice  of  the  termination,  including  the 
reasons  therefor.  Such  termination  shall 
not  affect  obligations  incurred  prior  to 
the  termination  of  the  grant.  Upon  ter¬ 
mination  or  completion  of  a  project,  the 
proportion  of  unexpended  funds  attrib¬ 
utable  to  the  Federal  grant  shall  be 
refunded. 

§  404.94  Factors  considered  in  evaluat¬ 
ing  proposals. 

In  evaluating  proposals  for  grants  for 
projects  for  training  services  a  number  of 
factors  will  be  considered  by  the  Social 
and  Rehabilitation  Service  such  as:  The 
distribution  of  training  services  projects 
among  the  regions:  the  types  of  disability 
groups  served:  the  merit  of  a  proposal  in 
relation  to  other  projects  for  training 
services  in  thg  region;  and  the  amount 


of  Federal  funds  available  for  support  of 
training  services  projects. 

Subpart  I — State  Planning  Grants  for 
Rehabilitation  Facilities 

§  404.100  Purpose. 

Planning  grants  authorized  in  section 
12(g)  (1)  of  the  act  shall  be  made  for 
the  purpose  of  paying  part  of  the  cost  of 
organized  efforts  by  the  State  vocational 
rehabilitation  agencies  to  make  an  initial 
determination  of  the  State’s  needs  for 
rehabilitation  facilities,  and  to  provide 
for  a  continuing  program  for  assessing 
such  needs  and  evaluating  activities  for 
establishment,  construction,  utilization, 
development,  and  improvement  of  re¬ 
habilitation  facilities. 

§  404.101  Single  application. 

A  single  application  shall  be  made  by 
any  State  for  a  grant  for  a  State  plan¬ 
ning  project  for  rehabilitation  facilities. 
Application  may  be  made  at  any  time  by 
the  State  vocational  rehabilitation 
agency,  or,  in  States  in  which  there  is 
a  separate  agency  for  the  blind,  by  either 
agency:  Provided,  That  the  other  agency 
in  the  State  submits  in  writing  an  en¬ 
dorsement  of  the  application  indicating 
agreement  with  the  objectives  and  pro¬ 
gram  stated  therein  and  support  for  the 
project. 

§  404.102  Joint  planning  by  two  or  more 
States. 

A  State  agency  may,  if  it  so  desires, 
enter  into  an  agreement  with  the  voca¬ 
tional  rehabilitation  agencies  of  one  or 
more  other  States  to  develop  a  coopera¬ 
tive  plan  for  (a)  determining  the  need 
for  rehabilitation  facilities  and  (b)  a 
continuing  program  to  assess  such  needs 
and  evaluate  activities  related  to  the 
establishment,  construction,  utilization, 
development  and  improvement  of  re¬ 
habilitation  facilities. 

§  404.103  Application  content. 

Applications  shall  be  made  in  the  form 
and  detail  required  by  the  Administrator 
and  shall  be  submitted  to  the  Regional 
Commissioner  for  review  for  approval. 
Applicants  are  encouraged  to  secure  prior 
consultation  and  assistance  from  their 
Regional  Commissioner  in  the  develop¬ 
ment  of  their  proposals  and  the  prepara¬ 
tion  of  the  applications.  The  project  ap¬ 
plication  for  an  initial  grant  under  this 
subpart  shall  include  (a)  designation  of 
an  individual  with  primary  responsibility 
for  the  implementation  of  the  project  ac¬ 
tivities;  (b)  a  description  of  the  nature 
and  scope  of  the  activities  to  be  under¬ 
taken  during  the  initial  grant  period, 
and  during  the  remainder  of  the  proj¬ 
ect  period,  and  the  methods  to  be  used  in 
accomplishing  the  purposes  of  the  proj¬ 
ect;  (c)  a  proposed  budget;  (d)  a  descrip¬ 
tion  of  the  number  and  qualifications  of 
the  staff  to  be  assigned  to  carry  out  ef¬ 
fectively  the  purposes  of  the  project;  (e) 
a  description  of  the  methods  by  which 
representatives  from  public  and  other 
nonprofit  agencies  interested  in  the  de¬ 
velopment  and  utilization  of  rehabilita¬ 
tion  facilities  will  be  involved  in  the 
planning  effort  either  as  individual  con¬ 
sultants  or  as  an  advisory  council;  (f) 
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a  description  of  how  this  planning  effort 
will  be  closely  coordinated  with  other  re¬ 
lated  planning  in  the  State  authorized 
under  the  act  or  other  authority;  (g)  an 
agreement  to  make  such  financial  and 
administrative  reports  and  to  keep  such 
records  and  accounts  as  the  Administra¬ 
tor  may  require  and  to  make  such  records 
and  accounts  available  for  audit  pur¬ 
poses;  (h)  an  agreement  to  submit  a 
project  report,  hereinafter  referred  to  as 
the  State  rehabilitation  facilities  plan, 
to  the  Regional  Commissioner  at  the 
termination  of  the  initial  State  planning 
grant;  (i)  such  other  information  as  the 
Administrator  may  require. 

§  404.104  Duration  of  project. 

Initial  State  planning  grants  for  re¬ 
habilitation  facilities  shall  be  available 
for  a  12-month  period.  Continuation 
planning  grants  shall  be  available  for 
12 -month  periods  commencing  with  the 
termination  of  the  initial  grant  or  sub¬ 
sequent  continuation  grants.  An  applica¬ 
tion  for  a  continuation  grant  shall  in¬ 
clude  a  proposed  budget,  an  agreement 
to  review  and  update  the  rehabilitation 
facilities  plan,  and  such  other  provisions 
as  the  Administrator  may  require. 

§  404.105  State  rehabilitation  facilities 
plan:  content. 

The  State  rehabilitation  facilities  plan 
shall  include  (a)  an  inventory  of  exist¬ 
ing  rehabilitation  facilities  within  the 
State,  or  which  can  be  readily  util¬ 
ized  although  located  outside  the  State, 
and  a  description  of  services  pro¬ 
vided  therein;  (b)  an  evaluation  of  utili¬ 
zation  patterns  of  existing  facilities  and 
their  utilization  potential ;  (c)  a  determi¬ 
nation  of  needs  for  new  rehabilitation  fa¬ 
cilities  throughout  the  State  including 
(1)  relative  needs  on  a  geographical  and 
disability  basis,  (2)  a  priority  list  of  pro¬ 
grammed  projects  over  a  short-range 
period,  and  (3)  long-range  goals;  (d)  a 
description  of  continuing  activities  of  the 
State  agency  in  the  area  of  rehabilita¬ 
tion  facilities  as  evidenced  by  anticipated 
programs  under  the  act,  the  Medical  Fa¬ 
cilities  Survey  and  Construction  Act,  the 
Mental  Retardation  Facilities  and  Com¬ 
munity  Mental  Health  Centers  Construc¬ 
tion  Act,  and  other  pertinent  authority; 
(e)  a  description  of  continuing  coordina¬ 
tion  of  this  planning  with  other  planning 
activities  within  the  State  which  involve 
rehabilitation  facilities;  and  (f)  such 
other  information  as  the  Administrator 
may  require. 

§  404.106  Federal  financial  participa¬ 
tion. 

Federal  financial  participation  shall 
be  available  for  salaries  (including  fringe 
benefits)  of  employees  who  are  assigned 
full  or  part  time  specifically  to  the  plan¬ 
ning  activities;  cost  of  travel  of  project 
staff  or  consultants;  fees  for  special  con¬ 
sultants;  expenses  attendant  to  the  op¬ 
eration  of  an  advisory  council;  services 
provided  to  the  project  under  contract 
with  planning  organizations  as  set  forth 
in  the  approved  application;  prepara¬ 
tion  and  distribution  of  the  State 
rehabilitation  facilities  plan  and  amend¬ 
ments  thereto;  and  such  other  costs  as 


are  set  forth  in  the  approved  applica¬ 
tion.  The  amount  of  any  grant  under 
this  subpart  shall  not  exceed  90  per 
centum  of  the  cost  of  the  project  and 
shall  not  be  greater  than  $75,000  for  any 
one  year. 

§  404.107  Payments. 

Payment  of  the  Federal  share  of  the 
costs  of  the  State  planning  project  shall 
be  made  quarterly,  or  for  such  other 
period  as  the  Administrator  may  de¬ 
termine,  as  an  advance  for  estimated 
costs  or  as  reimbursement  to  the  grantee. 
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Subpart  D — Research  Fellowships  Under  Section  7 
of  the  Act 

405.30  Purpose. 
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405.40  Intramural  research. 
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Authority:  The  provisions  of  this  Part  405 
Issued  under  sec.  7(b),  68  Stat.  658,  29  U.S.C. 
37(b).  Interpret  and  apply  the  Vocational 
Rehabilitation  Act,  as  amended,  29  U.S.C. 
ch.  4. 

Subpart  A — General 
§  405.1  Terms. 

For  purposes  of  this  part — 


(a)  The  terms  "act,”  "Administra¬ 
tor,”  "handicapped  Individual,”  “non¬ 
profit,”  "Regional  Commissioner,” 
“rehabilitation  facility,”  "Secretary,” 
“vocational  rehabilitation  services,”  and 
“workshop”  shall,  except  where  the  con¬ 
text  indicates  otherwise,  have  the  same 
meaning  as  set  forth  in  §  401.1  of  this 
chapter. 

(b)  “Demonstration”  means  (1)  a 
pilot  study  or  experimental  attempt  to 
provide  more  and  better  vocational  re¬ 
habilitation  services  than  are  available, 
for  the  purpose  of  testing  or  establishing 
standards  or  methods  of  service  that  are 
practicable  and  effective  for  general  ap¬ 
plication  in  the  vocational  rehabilitation 
program;  or  (2)  provision  of  a  special 
type  of  rehabilitation  service  in  order  to 
test  its  value  in  vocational  rehabilitation 
and  to  provide  information  on  costs, 
methods  of  administration,  methods  of 
providing  services,  or  rehabilitation 
techniques;  or  (3)  provision  of  voca¬ 
tional  rehabilitation  services  to  handi¬ 
capped  individuals  in  a  specific  disability 
category  not  adequately  served. 

(c)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Virgin  Is¬ 
lands,  Puerto  Rico,  Guam,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

(d)  “State  agency”  or  “State  voca¬ 
tional  rehabilitation  agency”  has  the 
same  meaning  as  set  forth  in  §  401.1  (v) 
of  this  chapter  and,  in  addition,  means 
the  Governor  of  American  Samoa  and 
the  High  Commissioner  of  the  Trust 
Territory  of  the  Pacific  Islands. 

§  405.2  INon-Federal  funds. 

In  the  case  of  any  project  under  this 
part  for  which  Federal  funds  are  granted 
to  pay  part  of  the  cost,  the  matching 
grantee  funds  may  not  consist  of  other 
Federal  funds  or  of  non-Federal  funds 
that  are  applied  to  match  other  Federal 
fluids,  except  as  may  be  specifically  au¬ 
thorized  by  Congress.  No  Federal  finan¬ 
cial  assistance  may  be  furnished  under 
this  part  for  activities  for  which  pay¬ 
ment  is  made  under  another  part  of  this 
chapter,  or  other  authority. 

§  405.3  Consultant  fees. 

Fees  for  consultant  services  are  allow¬ 
able  to  the  extent  that  such  payments 
are  in  accordance  with  the  policies  and 
standard  practices  of  the  agency,  or¬ 
ganization,  or  institution  to  which  a 
grant  or  contract  has  been  awarded.  Fees 
for  consultant  services  may  not  be  paid 
to  any  regular  full-time  Federal  Gov¬ 
ernment  employee.  They  may  not  be  paid 
to  any  other  individual  for  activities 
which  are  ordinarily  a  part  of  his  duties 
in  another  position  for  which  there  is 
Federal  financial  participation  under 
the  act,  or  which  conflict  with  his  duties 
in  such  other  position. 

§  405.4  Audit  and  review. 

(a)  All  fiscal  transactions  relating  to 
Federal  financial  assistance  under  this 
part  are  subject  to  audit  by  the  Depart¬ 
ment  of  Health,  Education,  and  Wel¬ 
fare  to  determine  whether  expenditures 
have  been  made  in  accordance  with 
the  act,  the  regulations,  and  bther 
requirements. 
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(b)  From  time  to  time  members  of  the 
staff  of  the  Social  and  Rehabilitation 
Service  review  administrative,  fiscal  and 
program  methods  and  practices  in  con¬ 
nection  with  activities  under  this  part, 
and  make  suggestions  for  the  improve¬ 
ment  of  such  methods  and  practices. 

Subpart  B — Research  and  Demonstra¬ 
tion  in  Vocational  Rehabilitation 

§  103.10  Purpose. 

Special  project  grants  authorized  in 
section  4(a)(1)  of  the  act  shall  be  made 
for  the  purpose  of  paying  part  of  the 
cost  of  organized,  identifiable  activities 
which  are  undertaken  to  seek  solutions 
to  vocational  rehabilitation  problems 
common  to  all  or  several  States,  or  to 
contribute  to  the  development  of  more 
effective  vocational  rehabilitation  serv¬ 
ices  in  all  or  several  States.  Types  of 
projects  for  which  such  grants  may  be 
made  are:  (a)  Research  in  vocational 
rehabilitation;  (b)  demonstration  pro¬ 
grams  in  rehabilitation;  and  (c)  estab¬ 
lishment  of  special  rehabilitation  facili¬ 
ties  or  services  meeting  the  purpose  spec¬ 
ified  in  section  4(a)(1)  of  the  act.  See 
also  §§  405.25  and  405.26  regarding  re¬ 
habilitation  research  and  training  cen¬ 
ters  program. 

§403.11  Applications. 

Applications  for  special  project  grants 
may  be  made  at  any  time  by  State  voca¬ 
tional  rehabilitation  agencies  and  by 
other  public  or  nonprofit  agencies  and 
institutions,  including  universities  and 
other  educational  institutions.  Applica¬ 
tions  shall  be  made  in  the  form  and  de¬ 
tail  required  by  the  Administrator.  The 
project  application  shall  cover  (a)  a 
statement  of  the  purpose  of  the  project; 
(b)  designation  of  an  individual  as  di¬ 
rector-in-charge;  (c)  a  description  of 
the  nature  and  scope  of  the  activities  to 
be  undertaken  and  methods  to  be  used  in 
accomplishing  the  purpose;  (d)  a  pro¬ 
posed  budget;  (e)  an  agreement  to  safe¬ 
guard  personal  information  pertaining 
to  individuals  served  or  studied  under 
the  project;  (f)  an  agreement  to  make 
such  reports  and  to  keep  such  reports 
and  accounts,  including  property  and 
financial  controls,  as  the  Administrator 
may  require,  and  to  make  such  records 
available  for  audit  purposes;  and  (g) 
such  other  information  as  the  Adminis¬ 
trator  may  require.  See  also  §§  405.23 
and  405.24. 

§403.12  Approval  of  applications  for 
special  projects  for  research,  demon¬ 
stration,  or  establishment  of  special 
facilities  or  services. 

Application  for  grants  for  paying  part 
of  the  cost  of  a  special  project  for  re¬ 
search,  demonstration,  or  establishment 
of  special  facilities  or  services  may  be 
made  only  upon  an  official  application 
form  which  may  be  obtained  from  the 
Administrator.  Completed  applications 
are  submitted  to  the  Administrator  who 
processes  them  with  the  assistance  of 
advisory  groups  for  submission  to  the 
National  Advisory  Council  on  Vocational 
Rehabilitation.  (See  Subpart  C  of  this 


part.)  The  applicant  may  be  requested  to 
submit  further  information  either  be¬ 
fore  or  after  consideration  of  a  project 
by  the  National  Advisory  Council  on  Vo¬ 
cational  Rehabilitation.  Except  as  the 
Council  may  otherwise  specify,  all  proj¬ 
ects  which  meet  the  requirements  for  a 
grant  are  submitted  to  the  Council  which 
makes  recommendations  to  the  Admin¬ 
istrator.  The  Administrator  then  deter¬ 
mines  the  action  to  be  taken  with  respect 
to  each  project  and  informs  the  appli¬ 
cant  accordingly. 

§  403.13  Approval  of  Slate  ageney. 

The  approval  of  the  appropriate  State 
vocational  rehabilitation  agency  shall  be 
secured  by  the  applicant,  if  other  than 
the  State  agency,  for  any  special  project 
which  involves  either  direct  services  to 
handicapped  individuals  or  the  establish¬ 
ment  of  facilities  which  will  render  di¬ 
rect  services  to  handicapped  individuals 
of  that  State. 

§  403.14  Federal  financial  participation. 

Federal  financial  participation  will  be 
available  for  the  following  types  of  ex¬ 
penditures  under  projects  approved  by 
the  Administrator:  (a)  Salaries,  .cost  of 
travel,  and  related  expenses  of  project 
personnel;  (b)  necessary  supplies,  equip¬ 
ment,  and  related  expenses;  (c)  pur¬ 
chase  or  provision  of  vocational  reha¬ 
bilitation  services  to  individuals  served 
by  the  project;  (d)  costs  of  administra¬ 
tion  and  other  indirect  costs  of  the 
project,  subject  to  such  limitations  as 
the  Administrator  may  establish;  and 
(e)  such  other  costs  as  are  approved  by 
the  Administrator.  Expenditures  under 
the  project  shall  be  in  connection  with 
the  conduct  of  the  project  as  approved. 

§  403.15  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award 
shall  also  specify  the  project  period  for 
which  support  is  contemplated  if  the  ac¬ 
tivity  is  satisfactorily  carried  out  and 
Federal  funds  are  available.  For  contin¬ 
uation  support,  grantees  must  make  sep¬ 
arate  application  in  the  form  and  detail 
required  by  the  Administrator. 

§  403.16  Payments. 

Payment  of  the  Federal  share  of  an 
approved  special  project  may  be  made 
in  advance  for  estimated  costs  of  oper¬ 
ation,  or  as  reimbursement  to  the 
grantee  and  shall  be  subject  to  such  re¬ 
quirements  as  the  Administrator  may 
establish. 

§  405.17  Revisions. 

A  project  grantee  shall  request  that 
the  project  be  revised  whenever  the  ap¬ 
proved  plan  of  operation  or  method  of 
financing  is  materially  changed.  Revi¬ 
sions  originating  with  the  grantee  shall 
be  submitted  in  writing  and  will  be  given 
appropriate  review.  Project  revisions  may 
be  initiated  by  the  Administrator  if,  on 
the  basis  of  reports,  it  appears  that  Fed¬ 
eral  funds  are  not  being  used  effectively, 


or  if  changes  are  made  in  Federal  appro¬ 
priations,  laws,  regulations,  or  policies 
governing  special  projects. 

§  405.18  Confidential  information. 

(a)  All  information  obtained  by  a 
grantee  as  to  personal  facts  about  in¬ 
dividuals  served  by  the  project,  including 
lists  of  names  and  addresses  and  rec¬ 
ords  of  evaluation,  shall  be  held  to  be 
confidential. 

(b)  The  use  of  such  information  and 
records  shall  be  limited  to  purposes  di¬ 
rectly  connected  with  the  project  and 
may  not  be  disclosed,  directly  or  indi¬ 
rectly,  other  than  in  the  administration 
thereof,  unless  the  consent  of  the  agency 
providing  the  information  and  the  in¬ 
dividual  to  whom  the  information  ap¬ 
plies,  or  his  representative,  has  been  ob¬ 
tained  in  writing.  The  final  product  of 
the  project  will  not  reveal  any  informa¬ 
tion  that  may  serve  to  identify  any  per¬ 
son  about  whom  information  has  been 
obtained  without  his  written  consent,  or 
the  written  consent  of  his  representative. 

§  403.19  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Administrator  in  writ¬ 
ing,  giving  the  reasons  for  termination, 
an  accounting  of  funds  granted  for  the 
project,  and  other  pertinent  informa¬ 
tion.  The  grant  may  be  terminated,  in 
whole  or  in  part,  at  any  time  at  the  dis¬ 
cretion  of  the  Administrator.  The  grantee 
and  the  State  agency  will  be  given 
prompt  notice  of  the  termination,  in¬ 
cluding  the  reasons  therefor.  Such  ter¬ 
mination  shall  not  affect  obligations  in¬ 
curred  prior  to  the  termination  of  the 
grant.  Upon  termination  or  completion  of 
a  project,  the  proportion  of  unexpended 
funds  attributable  to  the  Federal  grant 
shall  be  refunded. 

§  405.20  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577) ,  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social  and 
Rehabilitation  Service  all  interest  earned 
on  grant  funds. 

§  405.21  Patents. 

In  accordance  with  Department  of 
Health,  Education,  and  Welfare  Regula¬ 
tions  (45  CFR  Subtitle  A,  Parts  6  and 
8) ,  all  inventions  made  in  the  course  of 
or  under  the  Social  and  Rehabilitation 
Service  grant  shall  be  promptly  and  fully 
reported  to  the  Inventions  Office,  De¬ 
partment  of  Health,  Education,  and  Wel¬ 
fare.  The  grantee  institution  and  the 
project  director  shall  neither  have  nor 
make  any  commitments  or  obligations 
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which  conflict  with  the  requirements  of 
this  policy. 

§  405.22  Publications  and  copyright 
policy. 

Grantees  may  publish  results  of  any 
activity  assisted  by  the  grant  without 
prior  review  by  the  Social  and  Rehabili¬ 
tation  Service:  Provided,  That  such 
publications  carry  a  footnote  acknowl¬ 
edging  the  assistance  received  under  the 
grant,  and  that  copies  of  the  publications 
are  furnished  to  the  Social  and  Reha¬ 
bilitation  Service.  Where  a  grant  results 
in  a  book  or  other  copyrightable  mate¬ 
rial,  the  author  is  free  to  copyright  the 
work,  but  the  Social  and  Rehabilitation 
Service  reserves  a  royalty-free,  non¬ 
exclusive,  and  irrevocable  license  to  re¬ 
produce,  publish,  or  otherwise  use,  and 
to  authorize  others  to  use,  all  copyright- 
able  or  copyrighted  material  resulting 
from  the  grant-supported  activity. 

§  405.23  Wage  and  hour  standards  for 
rehabilitation  facilities  which  are  or 
which  contain  workshops. 

Applications  for  grants  under  this  sub¬ 
part  for  rehabilitation  facilities,  which 
are  or  which  contain  workshops  shall,  in 
the  case  of  private,  nonprofit  rehabilita¬ 
tion  facilities,  specify  that  applicable 
Federal  and  State  wage  and  hour  stand¬ 
ards  will  be  observed  or,  in  the  case  of 
rehabilitation  facilities  operated  by  a 
State,  county,  or  municipal  government, 
give  assurance  that  such  facilities  will 
comply  with  wage  and  hour  standards 
specified  by  the  Administrator,  which 
will  be  at  least  equal  to  those  imposed 
by  the  Fair  Labor  Standards  Act. 

§  405.24  Nondiscrimination  in  employ¬ 
ment  tinder  construction  contracts. 

Applications  for  grants  under  this  sub¬ 
part  which  provide  for  construction  shall 
specify  that  the  grantee  will  incorporate, 
or  cause  to  be  incorporated,  into  con¬ 
struction  contracts  paid  for  in  u'hole  or  in 
part  with  funds  obtained  from  the  Fed¬ 
eral  Government  under  this  subpart, 
such  provisions  on  nondiscrimination  in 
employment  as  are  required  by  and 
pursuant  to  Executive  Order  No.  11246 
and  will  otherwise  comply  with  require¬ 
ments  prescribed  by  and  pursuant  to 
such  order. 

§  405.25  Rehabilitation  research  and 
training  centers  program;  scope. 

(a)  Special  project  grants  under  sec¬ 
tion  4(a)(1)  of  the  act  are  also  made  for 
paying  part  of  the  cost  of  identified  re¬ 
search  and  training  activities  carried  on 
through  rehabilitation  research  and 
training  centers.  Such  activities  must  be 
part  of  a  continuing  program  of  coordin¬ 
ated,  scientific  research  and  professional 
and  technical  training  designed  to  solve 
complex  problems  regarding  manage¬ 
ment  of  disabling  conditions  and  prepa¬ 
ration  of  the  handicapped  for  employ¬ 
ment. 

(b)  Support  may  be  given  for  center 
programs  which  emphasize  the  medical 
management  of  disabling  conditions,  the 
adjustment  to  limitations  of  function, 
the  individual  and  environmental  prepa¬ 
ration  necessary  for  the  employment  of 


the  handicapped,  or  combinations  of 
these  activities.  In  carrying  out  program 
objectives,  centers  may  serve  populations 
that  are  mixed  or  that  derive  from  a 
categorical  disability  group  requiring 
specialized  knowledge  and  techniques. 

§405.26  Rehabilitation  research  and 
training  centers  program;  applicable 
rules. 

(a)  Grantees.  Universities  having 
well-recognized  programs  of  research  and 
training  and  State  vocational  rehabilita¬ 
tion  agencies  or  public  or  private  non¬ 
profit  comprehensive  rehabilitation  fa¬ 
cilities  or  institutions  associated  with 
such  universities,  may  apply  for  center 
grants.  The  center  program  must  have 
a  separate  organizational  identity. 

(b)  Applications.  The  application 
shall  cover  the  proposed  research,  train¬ 
ing  and  service  activities,  specify  how 
these  functions  will  form  a  unified  pro¬ 
gram,  and  contain  such  other  informa¬ 
tion  as  the  Administrator  may  require. 

(c)  Other  provisions.  The  provisions 
of  §§  405.10-405.24  shall  apply  to  grants 
for  rehabilitation  research  and  training 
centers. 

Subpart  C — National  Advisory  Council 
on  Vocational  Rehabilitation 

§  405.28  National  Advisory  Council  on 
Vocational  Rehabilitation. 

(a)  Appointment  and  composition. 
The  National  Advisory  Council  on  Voca¬ 
tional  Rehabilitation  shall  consist  of  the 
Secretary  (or  his  designee)  as  Chair¬ 
man,  and  12  members  appointed  by  the 
Secretary  without  regard  to  civil  service 
laws.  The  12  appointed  members  shall 
be  leaders  in  fields  concerned  with  voca¬ 
tional  rehabilitation  or  in  public  affairs, 
and  six  of  such  12  shall  be  selected  from 
leading  medical,  educational,  or  scientific 
authorities  who  are  outstanding  for  their 
work  in  the  vocational  rehabilitation  of 
handicapped  individuals.  Three  of  the 
12  appointed  members  shall  be  persons 
who  are  themselves  handicapped. 

(b)  Term  of  office.  Each  appointed 
member  of  the  Council  shall  hold  office 
for  a  term  of  4  years,  except  that  any 
member  appointed  to  fill  a  vacancy  oc¬ 
curring  prior  to  the  expiration  of  the 
term  for  which  his  predecessor  is  ap¬ 
pointed  shall  be  appointed  for  the  re¬ 
mainder  of  such  term.  None  of  such  12 
members  shall  be  eligible  for  reappoint¬ 
ment  until  a  year  has  elapsed  after  the 
end  of  his  preceding  term. 

(c)  Duties.  The  Council  is  authorized 
to  review  applications  for  special  proj¬ 
ects  submitted  under  section  4(a)(1)  of 
the  act  and  recommend  for  grants  any 
such  project,  or  any  project  initiated  by 
it,  which  it  believes  show  promise  of 
making  valuable  contributions  to  the 
vocational  rehabilitation  of  handicapped 
individuals.  The  Secretary  is  authorized 
to  utilize  the  services  of  any  member  or 
members  of  the  Council  in  connection 
with  matters  relating  to  the  administra¬ 
tion  of  section  4  of  the  act  for  such 
periods  in  addition  to  conference  periods, 
as  he  may  determine. 

(d)  Per  diem  payments.  Appointed 
members  of  the  Council  while  attending 


meetings  or  conferences  thereof  or  other¬ 
wise  serving  on  business  of  the  Council  or 
at  the  request  of  the  Secretary,  shall  be 
entitled  to  receive  compensation  at  rates 
fixed  by  the  Secretary,  but  not  exceeding 
$100  per  day,  including  travel  time,  and 
while  so  serving  away  from  their  homes  - 
or  regular  places  of  business  they  may  be 
allowed  travel  expenses,  including  per 
diem  in  lieu  of  subsistence,  as  authorized 
by  section  5703  of  title  5,  United  States 
Code  for  persons  in  the  Government 
service  employed  intermittently. 

(e)  Report  to  Congress.  The  Secretary 
shall  transmit  to  the  Congress  annually 
a  report  concerning  the  special  projects 
initiated  under  section  4(a)(1)  of  the 
act,  the  recommendations  of  the  National 
Advisory  Council  on  Vocational  Reha¬ 
bilitation,  and  any  action  taken  with  re¬ 
spect  to  such  recommendations. 

Subpart  D — Research  Fellowships 
Under  Section  7  of  the  Act 

§  405.30  Purpose. 

Under  the  authority  of  section  7  of 
the  act,  the  Administrator  is  authorized 
to  establish  and  maintain  research  fel¬ 
lowships  in  technical  matters  relating 
to  vocational  rehabilitation  services  for 
the  purpose  of  increasing  the  number  and 
competence  of  personnel  concerned  with 
the  provision  of  such  services.  Financial 
assistance  may  be  provided  to  individuals 
who  are  securing  advanced  research 
training  or  carrying  out  independent  re¬ 
search  in  rehabilitation  problems  or 
methods.  Such  fellowships  may  be  in  the 
fields  of  physical  medicine  and  re¬ 
habilitation,  physical  therapy,  occupa¬ 
tional  therapy,  speech  pathology  and 
audiology,  rehabilitation  nursing,  re¬ 
habilitation  social  work,  prosthetics  and 
orthotics,  rehabilitation  psychology, 
rehabilitation  counseling,  recreation  for 
the  ill  and  handicapped,  and  other 
specialized  fields  contributing  to  voca¬ 
tional  rehabilitation. 

§  405.31  Eligibility. 

Research  fellowships  are  available  to 
any  person  who  has  demonstrated  ability 
and  special  aptitude  for  advanced  train¬ 
ing  or  productive  scholarship  in  the  pro¬ 
fessional  fields  which  contribute  to  the 
vocational  rehabilitation  of  handicapped 
persons.  Predoctoral,  postdoctoral,  and 
special  research  awards  are  made.  A 
candidate  for  a  fellowship  shall  meet  the 
qualifications  established  by  the  Ad¬ 
ministrator  for  carrying  out  the  pur¬ 
pose  of  research  fellowships,  including: 

(a)  The  individual  shall  have  filed  an 
application  in  the  form  and  manner 
prescribed  by  the  Administrator,  and 
shall  have  supplied  pertinent  informa¬ 
tion  with  respect  to  his  scholastic  and 
other  qualifications  and  personal  fitness 
for  the  proposed  work; 

(b)  He  shall  be  a  citizen  of  the  United 
States  or  shall  have  been  lawfully  ad¬ 
mitted  for  permanent  residence  to  the 
United  States; 

(c)  He  shall  not  be  receiving  other 
Federal  educational  benefits  during  the 
period  of  the  Social  and  Rehabilitation 
Service  fellowship. 
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§  405.32  Submittal  and  review  of  appli¬ 
cations. 

(a)  Research  fellowship  application 
forms  may  be  obtained  from  the  Admin¬ 
istrator.  Applications  may  be  submitted 
at  any  time. 

(b)  Selection  of  fellows  is  based  on 
ability  as  evidenced  by  letters  of  recom¬ 
mendation,  academic  records,  and  other 
appropriate  evidences  of  scholarly  and 
research  activity.  Applications  are  sub¬ 
mitted  to  the  Research  Fellowship  Board 
of  the  Social  and  Rehabilitation  Service 
for  review  and  recommendation.  Ap¬ 
plications  are  presented  to  the  Fellow¬ 
ship  Board  as  soon  as  possible  after  they 
are  received.  However,  in  order  to  allow 
sufficient  time  for  preliminary  review,  it 
is  necessary  that  the  application  and  all 
supporting  documents  be  received  at 
least  3  months  prior  to  the  desired 
notification  date  of  action  on  the 
application. 

(c)  The  Administrator  determines  the 
action  to  be  taken  on  the  award  and  the 
applicant  is  informed  accordingly  in 
writing. 

§  405.33  Benefits. 

Research  fellowship  awards  may  in¬ 
clude: 

(a)  Stipends  at  rates  fixed  by  the 
Administrator; 

(b)  Actual  tuition  costs  and  related 
fees,  payable  directly  to  the  educational 
institution  or  facility; 

(c)  Vacation  or  other  leave  in  ac¬ 
cordance  with  the  custom  of  the  in¬ 
stitution  at  which  the  fellow  is  working, 
but  not  in  excess  of  1  month  per  year; 
and 

(d)  Transportation  and  related  ex¬ 
penses,  in  accordance  with  the  Standard 
Government  Travel  Regulations,  for 
travel  to  the  location  of  the  fellowship 
and  travel  required  to  carry  out  the  pur¬ 
poses  of  the  fellowship,  including  attend¬ 
ance  at  meetings.  Such  travel  allowance 
shall  not  include  expenses  of  trans¬ 
porting  dependents,  shipping  charges 
for  personal  effects  or  household  goods, 
or  foreign  travel. 

§  405.34  Denials  or  terminations  in  the 
best  interests  of  the  United  States. 

Whenever  with  respect  to  an  applicant 
for,  or  a  recipient  of,  a  research  fellow¬ 
ship  who  otherwise  meets  the  qualifica¬ 
tions  for  such  fellowship  there  is  sub¬ 
stantial  reason  to  believe  that  the  fel¬ 
lowship  should  be  denied  or  terminated 
on  grounds  that  the  applicant  or  fellow 
has  engaged  in  such  criminal  or  other 
conduct  as  reflects  seriously  and  ad¬ 
versely  on  his  moral  character,  the  Ad¬ 
ministrator  shall  so  notify  such  appli¬ 
cant  or  fellow  and  inform  him  that,  un¬ 
less  a  request  for  a  review  it  made  within 
20  days  of  the  mailing  of  such  notice,  his 
application  or  request  for  renewal  will 
be  denied  or  his  fellowship  terminated. 
Any  such  request  for  review  shall  be 
promptly  submitted  by  the  Administra¬ 
tor  to  the  Chairman  of  the  Departmen¬ 
tal  Fellowship  Review  Panel  for  further 
proceedings  in  accordance  with  the 
regulations  of  the  Secretary  providing 
for  such  review.  (Part  10  of  this  title.) 


§  405.35  Conditions. 

(a)  Location.  Research  under  a  reha¬ 
bilitation  research  fellowship  shall  be 
carried  out  only  at  the  educational  in¬ 
stitution  or  facility  specified  in  the 
award.  It  is  the  responsibility  of  the 
applicant  to  make  all  necessary  arrange¬ 
ments  for  the  conduct  of  his  proposed 
research  fellowship  work  with  the  insti¬ 
tution  or  agency  where  the  work  will  be 
done. 

(b)  Publications.  All  publications  re¬ 
sulting  from  work  accomplished  under 
a  Social  and  Rehabilitation  Service  re¬ 
search  fellowship  shall  carry  appropriate 
acknowledgment  of  the  award,  and  copies 
of  such  publications  shall  be  furnished 
to  the  Social  and  Rehabilitation  Service. 
Where  the  work  accomplished  under  a 
research  fellowship  award  results  in  a 
book  or  other  copyrightable  material,  the 
author  is  free  to  copyright  the  work, 
but  the  Social  and  Rehabilitation  Serv¬ 
ice  reserves  a  royalty-free,  nonexclusive, 
and  irrevocable  license  to  reproduce, 
publish,  or  otherwise  use,  and  to  author¬ 
ize  others  to  use,  all  copyrightable  mate¬ 
rial  resulting  from  the  award  supported 
activity. 

(c)  Patents.  In  accordance  with  De¬ 
partment  of  Health,  Education,  and  Wel¬ 
fare  Regulations  (45  CFR  Subtitle  A, 
Parts  6  and  8) ,  all  inventions  made  in  the 
course  of  or  under  the  Social  and  Re¬ 
habilitation  Service  grant  shall  be 
promptly  and  fully  reported  to  the  In¬ 
ventions  Office,  Department  of  Health, 
Education,  and  Welfare.  The  fellow  shall 
neither  have  nor  make  any  commitments 
or  obligations  which  conflict  with  the 
requirements  of  this  policy. 

(d)  Confidential  information.  All  in¬ 
formation  as  to  personal  facts  given  or 
made  available  to  a  research  fellow  in 
the  course  of  his  activities  under  the 
research  fellowship  award,  including  lists 
of  names  and  addresses  and  records  of 
evaluation,  shall  be  held  to  be  confi¬ 
dential.  The  use  of  such  information 
and  records  shall  be  limited  to  purposes 
directly  connected  with  the  research  fel¬ 
lowship  award  and  may  not  be  disclosed 
either  directly  or  indirectly  unless  the 
consent  of  the  agency  providing  the  in¬ 
formation  and  the  individual  to  whom 
the  information  applies,  or  his  represent¬ 
ative,.  has  been  obtained  in  writing.  The 
final  product  of  the  research  will  not 
reveal  any  information  that  may  serve  to 
identify  any  person  about  whom  infor¬ 
mation  has  been  obtained  without  his 
written  consent,  or  the  written  consent 
of  his  representative. 

(e)  Final  report.  The  fellow  is  ex¬ 
pected  to  send  a  copy  of  a  final  report 
to  the  Social  and  Rehabilitation  Service 
within  30  days  after  termination  of  his 
award.  A  copy  of  the  dissertation  is  re¬ 
quired  from  predoctoral  fellows. 

§  405.36  Duration. 

A  research  fellowship  may  be  awarded 
for  varying  periods,  such  as  for  a  full  12 
months,  and  may  be  subject  to  extension 
or  renewal  by  the  Administrator;  Pro¬ 
vided,  That  no  research  fellowship,  or  a 
combination  of  research  fellowships  and 
traineeships,  shall  be  awarded  to  any 


individual  for  any  one  course  of  study 
for  a  period  longer  than  4  years. 

§  405.37  Payment. 

Payment  of  fellowship  awards  shall  be 
made  according  to  methods  and  rates 
established  by  the  Administrator. 

§  405.38  Termination. 

The  Administrator  may  terminate  a 
research  fellowship  appointment  before 
its  expiration  date  at  the  request  of  the 
fellow  or  because  of  unsatisfactory  per¬ 
formance,  unfitness,  or  inability  to  carry 
out  the  purposes  of  the  award. 

Subpart  E — Intramural  Research  and 
Information 

§  405.40  Intramural  research. 

Under  section  7  of  the  act,  the  Admin¬ 
istrator  is  authorized,  directly  or  by  Con¬ 
tract  to  conduct  research,  studies,  inves¬ 
tigations,  and  demonstrations,  and  to 
make  reports,  with  respect  to  abilities, 
aptitudes,  and  capacities  of  handicapped 
individuals,  development  of  their  poten¬ 
tialities,  and  their  utilization  in  gainful 
and  suitable  employment. 

§  405.41  Information  service. 

Under  section  7  of  the  act,  the  Admin¬ 
istrator  is  also  authorized,  directly  or  by 
conrtact,  to  plan,  establish,  and  operate 
an  information  service,  to  make  avail¬ 
able  to  agencies,  organizations,  and  other 
groups  and  persons  concerned  with  vo¬ 
cational  rehabilitation,  information  on 
rehabilitation  resources  useful  for  vari¬ 
ous  kinds  of  disability  and  on  research 
and  the  results  thereof  and  on  other 
matters  which  may  be  helpful  in  pro¬ 
moting  the  rehabilitation  of  handicapped 
individuals  and  their  greater  utilization 
in  gainful  and  suitable  employment.  Ac¬ 
tivity  under  this  authority  may  include 
the  establishment  and  operation  of  a 
national  information  service  in  rehabili- 
tion,  using  modern  automated  data 
equipment,  to  collect,  store,  analyze,  re¬ 
trieve,  and  disseminate  information  on 
the  Federal-State  program,  research, 
training,  prosthetics  and  orthotics,  re¬ 
habilitation  facilities,  and  other  related 
aspects  of  vocational  rehabilitation,  as 
a  service  to  agencies  and  individuals. 
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Subpart  D — Project  Grants  for  New  Careers 
Rehabilitation 

406.40 

Purpose. 

406.41 

Application  procedure. 

406.42 

Approval  of  State  agency. 

406.43 

Application  content. 

406.44 

Project  activities. 

406.45 

Federal  financial  participation. 
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Project  revision. 
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Termination. 

Authority  :  The  provisions  of  this  Part  406 
issued  under  sec.  7(b),  68  Stat.  658,  29  U.S.C. 
37(b).  Interpret  and  apply  the  Vocational 
Rehabilitation  Act,  as  amended,  29  U.S.C. 
ch.  4. 

Subpart  A — General 

§  406.1  Terms. 

For  purposes  of  this  part — 

(a)  The  terms  “act,”  “Administrator,” 
“construction  of  a  rehabilitation  fa¬ 
cility,”  “establishment  of  a  rehabilita¬ 
tion  facility,”  “handicapped  individual,” 
“nonprofit,”  “rehabilitation  facility,” 
“Regional  Commissioner,”  and  “voca¬ 
tional  rehabilitation  services”  shall,  ex¬ 
cept  where  the  context  indicates  other¬ 
wise,  have  the  same  meanings  as  set 
forth  in  §  401.1  of  this  chapter. 

(b)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Virgin 
Islands,  Puerto  Rico,  Guam,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

(c)  “State  agency”  or  “State  voca¬ 
tional  rehabilitation  agency”  has  the 
same  meaning  as  set  forth  in  §  401.1  (v) 
of  this  chapter  and,  in  addition,  means 
the  Governor  of  American  Samoa  and 
the  High  Commissioner  of  the  Trust 
Territory  of  the  Pacific  Islands. 

§  406.2  Non-Federal  funds. 

In  the  case  of  any  project  under  this 
part  for  which  Federal  funds  are  granted 
to  pay  part  of  the  cost,  the  matching 
grantee  funds  may  not  consist  of  other 
Federal  funds  or  of  non-Federal  funds 
that  are  applied  to  match  other  Federal 
funds,  except  as  may  be  specifically  au¬ 
thorized  by  Congress.  No  Federal  finan¬ 
cial  assistance  may  be  furnished  under 
this  part  for  activities  for  which  pay¬ 
ment  is  made  under  another  part  of  this 
chapter,  or  other  authority. 

§  406.3  Consultant  fees. 

Fees  for  consultant  services  are  al¬ 
lowable  to  the  extent  that  such  payments 
are  in  accordance  with  the  policies  and 
standard  practices  of  the  agency,  or¬ 
ganization,  or  institution  to  which  a 
grant  or  contract  has  been  awarded. 


Fees  for  consultant  services  may  not  be 
paid  to  any  regular  full-time  Federal 
Government  employee.  They  may  not  be 
paid  to  any  other  individual  for  activi¬ 
ties  which  are  ordinarily  a  part  of  his 
duties  in  another  position  for  which 
there  is  Federal  financial  participation 
under  the  act,  or  which  conflict  with  his 
duties  in  such  other  position. 

§  406.4  -  Audit  and  review. 

(a)  All  fiscal  transactions  relating  to 
Federal  financial  assistance  under  this 
part  are  subject  to  audit  by  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare 
to  determine  whether  expenditures  have 
been  made  in  accordance  with  the  act, 
the  regulations,  and  other  requirements. 

(b)  From  time  to  time  members  of 
the  staff  of  the  Social  and  Rehabilita¬ 
tion  Service  review  administrative,  fiscal 
and  program  methods  and  practices  in 
connection  with  activities  under  this 
part,  and  make  suggestions  for  the  im¬ 
provement  of  such  methods  and 
practices. 

Subpart  B — Training  and  Traineeships 
in  Vocational  Rehabilitation 

§  406.10  Purpose. 

Under  section  4(a)(1)  of  the  act, 
grants  may  be  made  to  pay  part  of  the 
cost  of  organized  identifiable  activities 
which  are  undertaken  to  seek  solutions 
to  vocational  rehabilitation  problems 
common  to  all  or  several  States,  or  to 
contribute  to  the  development  of  more 
effective  vocational  rehabilitation  serv¬ 
ices  in  all  or  several  States.  Such  grants 
may  be  for  training,  including  education 
of  personnel  in  all  fields  or  disciplines 
which  contribute  to  vocational  rehabili¬ 
tation,  through  the  provision  of  training, 
teaching  or  traineeship  grants.  Grants 
for  training  and  traineeships  may  include 
training  and  traineeships  in  physical 
medicine  and  rehabilitation,  physical 
therapy,  occupational  therapy,  speech 
pathology  and  audiology,  rehabilitation 
nursing,  rehabilitation  social  work,  pros¬ 
thetics  and  orthotics,  rehabilitation  psy¬ 
chology,  rehabilitation  counseling,  recre¬ 
ation  for  the  ill  and  handicapped,  and 
other  specialized  fields  contributing  to 
vocational  rehabilitation. 

§  406.11  Applications. 

Applications  for  project  grants  may  be 
made  at  any  time  by  State  vocational 
rehabilitation  agencies  and  by  other  pub¬ 
lic  or  nonprofit  agencies  and  institutions, 
including  universities  and  other  educa¬ 
tional  institutions.  Applications  shall  be 
made  in  the  form  and  detail  required  by 
the  Administrator.  The  project  applica¬ 
tion  shall  cover  (a)  a  statement  of  the 
purpose  of  the  project;  (b)  a  statement 
that  the  project  will  be  under  the  direc¬ 
tion  of  a  single  qualified  project  director; 
(c)  a  description  of  the  nature  and  scope 
of  the  activities  to  be  undertaken  and 
methods  to  be  used  in  accomplishing  the 
purpose;  (d)  a  proposed  budget;  (e)  an 
agreement  to  safeguard  personal  infor¬ 
mation  pertaining  to  individuals  served 
or  studied  under  the  project;  (f)  an 
agreement  to  make  such  reports  and  to 
keep  such  records  and  accounts  including 


property  and  financial  controls,  as  the 
Administrator  may  require,  and  to  make 
such  records  available  for  audit  purposes; 
and  (g)  such  other  information  as  the 
Administrator  may  require. 

§  406.12  Approval  of  applications  for 
training  or  traineeships. 

Application  for  grants  for  paying  a 
part  of  the  cost  of  a  project  for  training 
or  traineeships  may  be  made  only  upon 
an  official  application  form  which  may  be 
obtained  from  the  Administrator.  Com¬ 
pleted  applications  are  submitted  to  the 
Administrator  for  processing  and  evalu¬ 
ation  with  the  assistance  of  advisory 
groups.  The  applicant  may  be  requested 
to  submit  further  information.  When  all 
pertinent  information  has  been  obtained, 
a  determination  of  the  action  to  be  taken 
is  made  by  the  Administrator  who  noti¬ 
fies  the  applicant  accordingly. 

§  406.13  Approval  of  Stale  agency. 

The  approval  of  the  appropriate  State 
vocational  rehabilitation  agency  shall  be 
secured  by  the  applicant,  if  other  than 
the  State  agency,  for  any  project  which 
involves  direct  services  to  handicapped 
individuals. 

§  406.14  Federal  financial  participation. 

Federal  financial  participation  will  be 
available  for  the  following  types  of  ex¬ 
penditures  under  projects  approved  by 
the  Administrator:  (a)  Salaries,  cost  of 
travel,  and  related  expenses  of  project 
personnel;  (b)  necessary  supplies,  equip¬ 
ment,  and  related  expenses;  (c)  purchase 
or  provision  of  vocational  rehabilitation 
services  to  individuals  served  by  the  proj¬ 
ect;  (d)  costs  of  administration  and 
other  indirect  costs  of  the  project,  subject 
to  such  limitations  as  the  Administrator 
may  establish;  and  (e)  such  other  costs 
as  are  approved  by  the  Administrator. 
Expenditures  under  the  project  shall  be 
in  connection  with  the  conduct  of  the 
project  as  approved.  Federal  funds  may % 
not  be  used  to  provide  training  to  any 
individual  in  any  one  course  of  study  ex¬ 
tending  for  more  than  4  years.  Federal 
funds  may  be  used  for  traineeships  only 
for  individuals  who  are  citizens  of  the 
United  States  or  who  have  been  lawfully 
admitted  for  permanent  residence  to  the 
United  States. 

§406.15  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award  shall 
also  specify  the  project  period  for  which 
support  is  contemplated  if  the  activity 
Is  satisfactorily  carried  out  and  Federal 
funds  are  available.  For  continuation 
support,  grantees  must  make  separate 
application  in  the  form  and  detail  re¬ 
quired  by  the  Administrator. 

§  406.16  Payments. 

Payment  of  the  Federal  share  of  an 
approved  project  may  be  made  in  ad¬ 
vance  for  estimated  costs  of  operation, 
or  as  reimbursement  to  the  grantee  and 
shall  be  subject  to  such  requirements  as 
the  Administrator  may  establish. 
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§  406.17  Revisions. 

A  project  grantee  shall  request  that 
the  project  be  revised  whenever  the  ap¬ 
proved  plan  of  operation  or  method  of 
financing  is  materially  changed.  Revi¬ 
sion  originating  with  the  grantee  shall  be 
submitted  in  writing  and  will  be  given 
appropriate  review.  Project  revisions  may 
be  initiated  by  the  Administrator  if,  on 
the  basis  of  reports,  it  appears  that  Fed¬ 
eral  funds  are  not  being  used  effectively, 
or  if  changes  are  made  in  Federal  appro¬ 
priations,  laws,  regulations,  or  policies 
governing  special  projects. 

§  406.18  Confidential  information. 

(a)  All  information  obtained  by  a 
grantee  as  to  personal  facts  about  in¬ 
dividual's  served  by  the  project,  includ¬ 
ing  lists  of  names  and  addresses  and 
records  of  evaluation,  shall  be  held  to  be 
confidential. 

(b)  The  use  of  such  information  and 
records  shall  be  limited  to  purposes  di¬ 
rectly  connected  with  the  project  and 
may  not  be  disclosed,  directly  or  indi¬ 
rectly,  other  than  in  the  administration 
thereof,  unless  the  consent  of  the  agency 
providing  the  information  and  the  indi¬ 
vidual  to  whom  the  information  applies, 
of  his  representative,  has  been  obtained 
in  writing.  The  final  product  of  the  proj¬ 
ect  will  not  reveal  any  information  that 
may  serve  to  identify  any  person  about 
whom  information  has  been  obtained 
without  his  written  consent,  or  the  writ¬ 
ten  consent  of  his  representative. 

§406.10  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Administrator  in  writ¬ 
ing,  giving  the  reasons  for  termination, 
an  accounting  of  funds  granted  for  the 
project,  and  other  pertinent  information. 
The  grant  may  be  terminated,  in  whole 
or  in  part,  at  any  time  at  the  discretion 
of  the  Administrator.  The  grantee  and 
the  State  agency  will  be  given  prompt 

{notice  of  the  termination,  including  the 
reasons  therefor.  Such  termination  shall 
not  affect  obligations  incurred  prior  to 
the  termination  of  the  grant.  Upon  ter¬ 
mination  or  completion  of  a  project,  the 
proportion  of  unexpended  funds  attrib¬ 
utable  to  the  Federal  grant  shall  be 
refunded. 

§  406.20  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577),  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be  held 
accountable  for  interest  earned  on  grant 
funds,  pending  their  disbursement  for 
program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social  and 
Rehabilitation  Service  all  interest 
earned  on  grant  funds. 


§  406.21  Patents. 

In  accordance  with  Department  of 
Health,  Education,  and  Welfare  Regula¬ 
tions  (45  CFR  Subtitle  A,  Parts  6  and  8) , 
all  inventions  made  in  the  course  of  or 
under  the  Social  and  Rehabilitation 
Service  grant  shall  be  promptly  and  fully 
reported  to  the  Inventions  Office,  Depart¬ 
ment  of  Health,  Education,  and  Welfare. 

The  grantee  institution  and  the  project 
director  shall  neither  have  nor  make  any 
commitments  or  obligations  which  con¬ 
flict  with  the  requirements  of  this  policy. 

§  406.22  Publications  and  copyright 
policy. 

Grantees  may  publish  results  of  any 
activity  assisted  by  the  grant  without 
prior  review  by  the  Social  and  Rehabili¬ 
tation  Service:  Provided,  that  such  pub¬ 
lications  carry  a  footnote  acknowledging 
the  assistance  received  under  the  grant, 
and  that  copies  of  the  publications  are 
furnished  to  the  Social  and  Rehabilita¬ 
tion  Service.  Where  a  grant  results  in  a 
book  or  other  copyrightable  material, 
the  author  is  free  to  copyright  the  work, 
but  the  Social  and  Rehabilitation  Serv¬ 
ice  reserves  a  royalty-free,  nonexclusive, 
and  irrevocable  license  to  reproduce, 
publish,  or  otherwise  use,  and  to  author¬ 
ize  others  to  use,  all  copyrightable  or 
copyrighted  material  resulting  from  the 
grant-supported  activity. 

Subpart  C — Training  Under  Section  7 
of  the  Act 

§  406.30  Purpose. 

Under  section  7  of  the  act,  the  Ad¬ 
ministrator  is  authorized  to  provide 
short-term  training  and  instruction  in 
technical  matters  relating  to  vocational 
rehabilitation  services  for  the  purpose 
of  increasing  the  number  and  compe¬ 
tence  of  personnel  concerned  with  the 
provision  of  such  services.  Such  train¬ 
ing  and  instruction  shall  include  the 
establishment  and  maintenance  of 
traineeships  to  provide  financial  assist¬ 
ance  to  individuals  who  are  pursuing 
technical  or  other  specialized  training 
courses.  Such  training,  instruction,  and 
traineeships  may  be  in  the  fields  of  phys¬ 
ical  medicine  and  rehabilitation,  phys¬ 
ical  therapy,  occupational  therapy, 
speech  pathology  and  audiology,  re¬ 
habilitation  nursing,  rehabilitation  so¬ 
cial  work,  prosthetics  and  orthotics, 
rehabilitation  psychology,  rehabilitation 
counseling,  recreation  for  the  ill  and 
handicapped,  and  other  specialized  fields 
contributing  to  vocational  rehabilitation. 

§  406.31  Benefits. 

Traineeship  awards  may  include  (a) 
amounts  allowed  to  meet  living  costs  of 
the  trainee  during  training,  payable  ac¬ 
cording  to  the  methods,  intervals,  and 
rates  established  by  the  Administrator; 
and  (b)  costs  of  travel  and  necessary 
per  diem  allowance  in  lieu  of  subsistence 
in  connection  with  the  training  course, 
in  conformity  with  the  Standard 
Government  Travel  Regulations. 

§  406.32  Applications. 

Applications  by  prospective  trainees 
for  stipends  or  other  allowances  are 


made  to  the  institution  from  which  %the 
applicant  proposes  to  take  instruction. 
Completed  applications  are  filed  with 
the  institution  to  be  processed  under 
rules  established  by  the  Social  and 
Rehabilitation  Service. 

§  406.33  Eligibility  requirements. 

A  candidate  for  a  traineeship  award 
shall  meet  the  requirements  established 
by  the  Administrator,  including : 

(a)  The  candidate  shall  have  filed  an 
application  in  the  form  and  manner  pre¬ 
scribed  by  the  Administrator  and 
have  supplied  all  pertinent  information 
requested; 

(b)  He  shall  have  been  accepted  by 
the  educational  institution  or  other 
sponsoring  agency  for  admission  to  a 
course  of  study  meeting  the  standards 
established  by  the  Administrator  with 
respect  to  rehabilitation  training ; 

(c)  He  shall  be  a  citizen  of  the  United 
States,  or  shall  have  been  lawfully  ad¬ 
mitted  for  permanent  residence  to  the 
United  States; 

(d)  He  shall  meet  any  other  require¬ 
ments  set  by  the  Administrator  as  neces¬ 
sary  to  carry  out  the  purposes  of  section 
7  of  the  act. 

§  406.34  Conditions. 

(a)  Training  shall  be  carried  out  only 
at  the  educational  institution  or  agency 
designated  by  the  Administrator  in  the 
traineeship  award.  A  change  of  the 
training  institution  shall  be  made  by  the 
trainee  only  with  the  consent  of  the 
Administrator. 

(b)  Individuals  receiving  traineeship 
awards  shall  not  be  required  to  perform 
any  services  for  the  Social  and  Rehabili¬ 
tation  Service. 

(c)  The  Social  and  Rehabilitation 
Service  assumes  no  responsibility  for 
employing  or  placing  an  individual 
awarded  a  traineeship,  and  a  trainee  is 
free  to  seek  employment  of  his  own 
choice  upon  conclusion  of  training  sup¬ 
ported  by  the  award. 

(d)  Any  publication  resulting  from 
work  accomplished  under  the  traineeship 
award  shall  include  an  acknowledg¬ 
ment  of  the  award,  and  copies  of  such 
publication  shall  be  furnished  to  the 
Social  and  Rehabilitation  Service.  Where 
the  work  accomplished  under  a  trainee - 
ship  award  results  in  a  book  or  other 
copyrightable  material,  the  author  is  free 
to  copyright  the  work,  but  the  Social  and 
Rehabilitation  Service  reserves  a  royalty- 
free,  nonexclusive,  and  irrevocable  license 
to  reproduce,  publish,  or  otherwise  use, 
and  to  authorize  others  to  use,  all  copy¬ 
rightable  or  copyrighted  material  result¬ 
ing  from  the  award-supported  activity. 

§  406.35  Duration. 

A  traineeship  award  shall  extend  for 
one  academic  year,  unless  a  shorter 
period  is  specified  in  the  award.  The  Ad¬ 
ministrator  may  extend  or  renew  an 
award  upon  application:  Provided,  That 
no  training  or  instruction  (including  a 
combination  of  traineeship  and  research 
fellowship  awards)  shall  be  provided  to 
any  individual  for  any  one  course  of 
study  for  a  period  longer  than  4  years. 
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§  406.36  Payment. 

Payment  of  traineeships  shall  be  made 
according  to  methods  and  in  amounts 
established  by  the  Administrator. 

§  106.37  Termination. 

The  Administrator  may  terminate  any 
traineeship  prior  to  the  date  it  would 
otherwise  expire,  either  on  request  of  the 
trainee  or  because  of  unsatisfactory  per¬ 
formance,  unfitness,  or  inability  to  carry 
out  the  purpose  of  the  traineeship. 

Subpart  D — Project  Grants  for  New 
Careers  in  Rehabilitation 

§  -106.10  Purpose. 

Under  section  4(a)  (2)  (C)  of  the  act, 
grants  may  be  made  to  State  vocational 
rehabilitation  agencies  and  other  public 
and  private  nonprofit  agencies  to  enable 
them  to  develop  new  programs  to  recruit 
and  train  individuals  for  new  career  op¬ 
portunities  in  order  to  provide  appro¬ 
priate  manpower  in  programs  serving 
handicapped  individuals  and  to  upgrade 
or  expand  those  services. 

§  406.41  Application  procedure. 

Applications  for  grants  under  this 
program  may  be  made  at  any  time  by 
State  vocational  rehabilitation  agencies 
or  by  other  public  or  private  nonprofit 
agencies,  or  organizations,  including 
universities  and  other  educational  insti¬ 
tutions.  The  application  shall  be  made  in 
the  form  and  detail  required  by  the  Ad¬ 
ministrator  and  shall  be  submitted  to  the 
Regional  Commissioner  for  review  for 
approval.  Applicants  other  than  a  State 
vocational  rehabilitation  agency  shall 
secure  prior  consultation  and  assistance 
from  the  appropriate  State  vocational 
rehabilitation  agency  and  the  Regional 
Commissioner  in  the  development  of 
their  proposals  and  the  preparation  of 
their  applications. 

§  406.42  Approval  of  Slate  agency. 

The  approval  of  the  appropriate  State 
vocational  rehabilitation  agency  shall  be 
secured  by  the  applicant,  if  other  than 
the  State  agency,  for  any  project  which 
involves  direct  services  to  handicapped 
individuals. 

§  406.43  Application  content. 

The  application  shall  (a)  describe  the 
organization  that  will  conduct  the  proj¬ 
ect  activities,  indicating  the  nature  and 
scope  of  its  programs  serving  handi¬ 
capped  individuals,  or  its  relationship  to 
other  agencies  directly  serving  handi¬ 
capped  individuals;  (b)  describe  the  spe¬ 
cific  recruitment  and  training  activities 
to  be  undertaken;  (c)  provide  for  quali¬ 
fied  and  adequate  staff,  including  a  proj¬ 
ect  director,  to  accomplish  the  purpose 
of  the  project;  (d)  specify  the  duration 
of  the  project;  (e)  describe  supportive 
services  to  be  available  to  trainees;  (f) 
indicate  plans  for  ensuring  that  individ¬ 
uals  successfully  completing  the  training 
program  will  have  an  opportunity  for 
employment  in  programs  serving  handi¬ 
capped  individuals;  (g)  indicate  the  ex¬ 
tent  to  which  the  occupations  for  which 
training  is  being  provided  offer  possibili¬ 
ties  for  continuing  full-time  employment 


and  realizable  opportunity  for  promo¬ 
tion  and  advancement  through  struc¬ 
tured  channels  of  promotion;  (h)  assure 
that  no  training  or  instruction  shall  be 
provided  to  any  individual  for  any  one 
course  of  study  for  a  period  longer  than 
4  years;  (i)  set  forth  the  proposed  budget 
for  the  project;  (j)  contain  an  agree¬ 
ment  to  make  such  reports  and  to  keep 
such  records  and  accounts  as  the  Admin¬ 
istrator  may  require  and  to  make  such 
records  and  accounts  available  for  audit 
purposes;  and  (k)  contain  such  other 
information  as  the  Administrator  may 
require. 

§  406.44  Project  activities. 

(a)  Projects  for  new  careers  in  reha¬ 
bilitation  may  include,  but  are  not  lim¬ 
ited  to,  such  activities  as  the  following: 
(1)  The  establishment  of  new  jobs  or 
new  kinds  of  jobs  either  within  existing 
programs  or  as  a  part  of  a  new  service 
in  a  State  vocational  rehabilitation 
agency  or  in  another  public  or  private 
nonprofit  agency  serving  the  handi¬ 
capped;  (2)  the  redefinition  and  restruc¬ 
turing  of  existing  jobs  to  create  new 
career  opportunities  in  community,  insti¬ 
tutional,  and  other  programs  serving  the 
handicapped;  (3)  the  provision  of  work 
experience  and  related  supportive  serv¬ 
ices,  such  as  basic  education  and  reme¬ 
dial  education  services,  counseling  and 
guidance,  health  and  medical  services, 
and  other  forms  of  assistance  designed 
to  improve  the  performance  of  enrollees, 
increase  their  employability,  and  prpare 
them,  to  the  maximum  extent  pos¬ 
sible,  for  the  occupation  for  which  train¬ 
ing  is  being  provided;  (4)  the  training 
of  professional  and  managerial  staff  in 
the  effective  utilization  of  new  types  of 
staff;  and  (5)  the  development  of  a  spe¬ 
cial  recruitment  activity  designed  to 
identify  and  attract  persons  with  an 
interest  in  employment  in  programs 
serving  handicapped  individuals. 

(b)  Projects  for  new  careers  in  reha¬ 
bilitation  may  not  include:  (1)  The  pro¬ 
vision  of  vocational  rehabilitation  serv¬ 
ices  to  handicapped  individuals,  except 
as  may  be  provided  by  trainees  during 
the  course  of  their  training;  (2)  the  es¬ 
tablishment  or  construction  of  rehabili¬ 
tation  facilities;  or  (3)  research. 

§  406.45  Federal  financial  participation. 

(a)  Federal  financial  participation 
will  be  available  only  for  those  activities 
and  in  the  amount  specified  in  the  ap¬ 
proved  project  application. 

(b)  Federal  funds  may  be  used  to 
finance  the  costs  of  salaries  and  related 
expenses,  including  travel  expenses;  nec¬ 
essary  supportive  services;  training  sti¬ 
pends  for  trainees  (as  determined  by  the 
Administrator) ;  training  supplies;  rental 
of  space;  purchase  of  equipment;  and 
other  costs  approved  by  the  Admin¬ 
istrator. 

§  406.46  Project  revision. 

A  revision  to  an  approved  new  careers 
in  rehabilitation  project  shall  be  sub¬ 
mitted  whenever  necessary  to  reflect  any 
material  change  in  the  scope  of  the  proj¬ 
ect  or  in  its  operation  or  administration. 


§  406.47  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award  shall 
also  specify  the  project  period  for  which 
support  is  contemplated  if  the  activity  is 
satisfactorily  carried  out  and  Federal 
funds  are  available.  For  continuation 
support,  grantees  must  make  separate 
application  in  the  form  and  detail  re¬ 
quired  by  the  Administrator. 

§  406.48  Reports.  , 

In  the  case  of  any  project  a  final  ac¬ 
tivity  report  shall  be  submitted  not  later 
than  90  days  following  termination  of 
the  project.  A  progress  report  shall  also 
be  submitted  with  each  request  for  a  con¬ 
tinuation  grant.  Financial  and  other  re¬ 
ports  shall  be  submitted  at  the  intervals 
prescribed  by  the  Administrator.  All  re¬ 
ports  shall  be  submitted  to  the  Regional 
Commissioner  in  the  form  and  contain¬ 
ing  the  information  specified  by  the  Ad¬ 
ministrator,  with  copies  to  the  State 
agency,  if  the  grantee  is  not  the  State 
vocational  rehabilitation  agency. 

§  406.49  Payments. 

Payment  of  the  Federal  funds  for  an 
approved  new  careers  in  rehabilitation 
project  may  be  made  in  advance  for 
estimated  costs  of  operation,  or  as  reim¬ 
bursement  to  the  grantee  and  shall  be 
subject  to  such  requirements  as  the  Ad¬ 
ministrator  may  establish. 

§  406.50  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577) ,  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social  and 
Rehabilitation  Service  all  interest  earned 
on  grant  funds. 

§  406.51  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Regional  Commissioner 
and  the  State  agency  in  writing,  giving 
the  reasons  for  termination,  an  account¬ 
ing  of  funds  granted  for  the  project,  and 
other  pertinent  information.  The  grant 
may  be  terminated,  in  whole  or  part,  at 
any  time  at  the  discretion  of  the  Admin¬ 
istrator.  The  grantee  and  the  State 
agency,  if  the  grantee  is  other  than  the 
State  agency,  will  be  given  prompt  notice 
of  the  termination,  including  the  reasons 
therefor.  Such  information  shall  not 
affect  obligations  incurred  prior  to  the 
termination  of  the  grant.  Upon  termina¬ 
tion  or  completion  of  a  project,  the  pro¬ 
portion  of  unexpended  funds  attributable 
to  the  Federal  grant  shall  be  refunded. 
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PART  408— PROJECT  GRANTS  FOR 
REHABILITATION  OF  THE  MEN¬ 
TALLY  RETARDED 


Sec. 

408.1 

Terms. 

408  2 

Purpose. 

408.3 

Non-Federal  funds. 

408.4 

Application  procedure. 

408.5 

Application  content. 

408.6 

Project  activities. 

408.7 

Federal  financial  participation. 

408.8 

Interest. 

408.9 

Project  revision. 

408.10 

Termination. 

408.11 

Grant  awards. 

408.12 

Reports. 

408.13 

Payments. 

408.14 

Confidential  information. 

408.15 

Publications  and  copyright  policy. 

Authority  :  The  provisions  of  this  Part  408 
issued  under  sec.  7(b),  68  Stat.  658,  29  XJ.S.C. 
37(b).  Interpret  and  apply  the  Vocational 
Rehabilitation  Act,  as  amended,  29  U.S.C. 
ch.4. 

§  408. 1  Terms. 

For  purposes  of  this  part — 

(a)  The  terms  “act,”  “Administrator,” 
"eligible,”  “nonprofit,”  “Regional  Com¬ 
missioner,”  and  “vocational  rehabilita¬ 
tion  services,”  shall,  except  where  the 
context  indicates  otherwise,  have  the 
same  meaning  as  set  forth  in  §  401.1  of 
this  chapter. 

(b)  “Establishment  of  special  facilities 
and  services”  means  the  development, 
improvement,  expansion,  or  coordination 
of  any  programs  contributing  to  the 
rehabilitation  of  mentally  retarded 
individuals. 

(c)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Virgin  Is¬ 
lands,  Puerto  Rico,  Guam,  American 
Samoa,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

§  408.2  Purpose. 

Project  grants  for  rehabilitation  of  the 
mentally  retarded  authorized  in  section 
4(a)  (1)  of  the  act  shall  be  made  for  the 
purpose  of  paying  part  of  the  cost  of  or¬ 
ganized,  identifiable  activities  which  are 
undertaken  to  contribute  to  the  rehabili¬ 
tation  of  those  mentally  retarded  in¬ 
dividuals  generally  not  eligible  for  voca¬ 
tional  rehabilitation  services.  Types  of 
projects  for  which  such  grants  may  be 
made  include:  (a)  Establishment  of  spe¬ 
cial  facilities  or  services  for  the  diag¬ 
nosis,  treatment,  training,  or  care  of  the 
mentally  retarded;  (b)  training,  includ¬ 
ing  in-service  training  and  education  of 
personnel  in  all  fields  or  disciplines  which 
contribute  to  the  rehabilitation  of  the 
mentally  retarded,  through  provision  of 
training,  teaching,  or  traineeship  grants; 
(c)  demonstration  projects  in  rehabili¬ 
tation  of  the  mentally  retarded. 

§  408.3  Non-Federal  funds. 

In  the  case  of  any  project  under  this 
part  for  which  Federal  funds  are  granted 
to  pay  part  of  the  cost,  the  matching 
grantee  funds  may  not  consist  of  other 
Federal  funds  or  of  non-Federal  funds 
that  are  applied  to  match  other  Fed¬ 
eral  funds,  except  as  may  be  specifically 
authorized  by  Congress.  No  Federal  fi¬ 
nancial  assistance  may  be  furnished  un¬ 


der  this  part  for  activities  for  which  pay¬ 
ment  is  made  under  another  part  of  this 
chapter,  or  other  authority. 

§  408.4  Application  procedure. 

(a)  Applications  for  project  grants  for 
the  rehabilitation  of  the  mentally  re¬ 
tarded  may  be  made  at  any  time  by 
States  and  public  or  other  nonprofit  or¬ 
ganizations,  agencies,  and  institutions, 
including  universities  and  other  educa¬ 
tional  institutions.  Applications  shall  be 
made  in  the  form  and  detail  required  by 
the  Administrator.  Applicants  shall  se¬ 
cure  prior  consultation  and  assistance 
from  the  Regional  Commissioner  in  the 
development  of  their  proposals  and  the 
preparation  of  their  applications.  Com¬ 
pleted  applications  are  submitted  to  the 
Administrator  who  processes  and  evalu¬ 
ates  them  with  the  assistance  of  advisory 
groups.  The  applicant  may  be  requested 
to  submit  further  information  either  be¬ 
fore  or  after  consideration  of  a  project. 
The  Administrator  determines  the  action 
to  be  taken  with  respect  to  each  project 
and  informs  the  applicant  accordingly. 

(b)  In  the  case  of  a  project  which  in¬ 
cludes  provision  of  direct  vocational  re¬ 
habilitation  services  to  mentally  retarded 
persons  who  are  eligible  for  vocational 
rehabilitation  services,  the  approval  of 
the  State  vocational  rehabilitation 
agency  (see  §403.1(0)  shall  be  secured 
by  the  applicant. 

§  408.5  Application  content. 

The  project  application  shall  include — 
(a)  A  statement  of  the  purpose  of  the 
project;  (b)  provision  for  qualified  and 
adequate  staff,  including  a  project  direc¬ 
tor,  to  accomplish  the  purpose  of  the 
project;  (c)  a  description  of  the  nature 
and  scope  of  the  activities  to  be  under¬ 
taken  and  methods  to  be  used  in  accom¬ 
plishing  the  purpose ;  (d)  a  proposed 
budget;  <e)  an  agreement  to  safeguard 
personal  information  pertaining  to  the 
individuals  served  or  studied  under  the 
project;  (f)  an  assurance  that,  where 
appropriate,  project  activities  will  be 
coordinated  with  programs  and  activ¬ 
ities  of  other  related  public  and  private 
agencies  serving  mentally  retarded  per¬ 
sons  in  the  community,  such  as  health, 
education,  welfare,  and  vocational  re¬ 
habilitation  agencies;  (g)  an  agreement 
to  make  such  reports  and  to  keep  such 
records  and  accounts,  including  property 
and  financial  controls,  as  the  Adminis¬ 
trator  may  require,  and  to  make  such 
records  available  for  audit  purposes;  and 
(h)  such  other  information  as  the  Ad¬ 
ministrator  may  require. 

§  408.6  Project  activities. 

Projects  for  rehabilitation  of  the  men¬ 
tally  retarded  may  include,  but  are  not 
limited  to,  such  activities  as  the  follow¬ 
ing:  (a)  The  expansion  and  extension 
of  present  services  in  order  to  serve  addi¬ 
tional  numbers  of  mentally  retarded  per¬ 
sons;  (b)  the  demonstration  of  newly 
developed  techniques  and  methods  that 
have  been  found  to  be  effective  in  the 
rehabilitation  of  the  mentally  retarded; 

(c)  the  initiation  of  new  rehabilitation 
services  or  activities  for  the  mentally 
retarded;  (d)  the  initiation  or  expan¬ 


sion  of  rehabilitation  programs  for 
mentally  retarded  individuals  with  spe¬ 
cial  problems,  such  as  the  multiply 
handicapped  adolescent  or  adult  men¬ 
tally  retarded,  who  might  not  be  eligible 
for  vocational  rehabilitation  services,  or 
mentally  retarded  children  who  cannot 
profit  from  available  educational  or  vo¬ 
cational  rehabilitation  programs;  (e) 
training  of  personnel  in  disciplines  or 
occupations  contributing  to  the  rehabili¬ 
tation  of  the  mentally  retarded;  and  (f) 
the  extension  of  mental  retardation  pro¬ 
grams  and  activities  to  areas  of  urban  or 
rural  poverty. 

§  408.7  Federal  financial  participation. 

Federal  financial  participation  will  be 
available  for  the  following  types  of  ex¬ 
penditures  under  projects  approved  by 
the  Administrator:  (a)  Salaries,  cost  of 
travel,  and  related  expenses  of  project 
personnel;  (b)  necessary  supplies,  equip¬ 
ment,  and  related  expenses;  (c)  purchase 
or  provision  of  rehabilitative  services  to 
individuals  served  by  the  project;  (d) 
cost  of  administration  and  other  Indirect 
costs  of  the  project,  subject  to  such 
limitations  as  the  Administrator  may 
establish;  and  (e)  such  other  costs  as 
are  approved  by  the  Administrator.  Ex¬ 
penditures  under  the  project  shall  be 
in  connection  with  the  conduct  of  the 
project  as  approved.  Federal  funds  may 
not  be  used  to  provide  training  to  any 
individual  in  any  one  program  of  study 
extending  for  more  than  4  years.  Fed¬ 
eral  funds  may  be  used  for  traineeships 
only  for  individuals  who  are  citizens  of 
the  United  States  or  who  have  been  law¬ 
fully  admitted  for  permanent  residence 
to  the  United  States. 

§  408.8  Interest. 

Pursuant  to  section  203  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968 
(Public  Law  90-577) ,  a  State,  as  defined 
in  section  102  of  that  Act,  will  not  be 
held  accountable  for  interest  earned  on 
grant  funds,  pending  their  disbursement 
for  program  purposes.  A  State,  as  defined 
in  the  Intergovernmental  Cooperation 
Act,  section  102,  means  any  one  of  the 
several  States,  the  District  of  Columbia, 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 
instrumentality  of  a  State,  but  does  not 
include  the  governments  of  the  political 
subdivisions  of  the  State.  All  other 
grantees  must  return  to  the  Social  and 
Rehabilitation  Service  all  interest  earned 
on  grant  funds. 

§  408.9  Project  revision. 

A  project  grantee  shall  request  that 
the  project  be  revised  whenever  the  ap¬ 
proved  plan  of  operation  or  method  of 
financing  is  materially  changed.  Revi¬ 
sions  originating  with  the  grantee  shall 
be  submitted  in  writing  and  will  be 
given  appropriate  review.  Project  revi¬ 
sion  may  be  initiated  by  the  Administra¬ 
tor  if,  on  the  basis  of  reports,  it  appears 
that  Federal  funds  are  not  being  used 
effectively,  or  if  changes  are  made  in 
Federal  appropriations,  laws,  regulations, 
or  policies  governing  projects  for  re¬ 
habilitation  of  the  mentally  retarded. 
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§  408.10  Termination. 

If  for  any  reason  the  grantee  discon¬ 
tinues  an  approved  project,  the  grantee 
shall  notify  the  Regional  Commissioner 
in  writing,  giving  the  reasons  for  ter¬ 
mination,  an  accounting  of  funds 
granted  for  the  project,  and  other  per¬ 
tinent  information.  The  grant  may  be 
terminated,  in  whole  or  in  part,  at  any 
time  at  the  discretion  of  the  Adminis¬ 
trator.  The  grantee  will  be  given  prompt 
notice  of  the  termination,  including  the 
reasons  therefor.  Such  termination 
shall  not  affect  obligations  incurred  prior 
to  the  termination  of  the  grant.  Upon 
termination  or  completion  of  a  project, 
the  proportion  of  unexpended  funds  at¬ 
tributable  to  the  Federal  grant  shall  be 
refunded. 

§  408.11  Grant  awards. 

All  grant  awards  shall  be  in  writing, 
shall  set  forth  the  amount  of  funds 
granted,  and  shall  constitute  for  such 
amounts  the  encumbrance  of  Federal 
funds  available  for  such  purpose  on  the 
date  of  the  award.  The  initial  award 
shall  also  specify  the  project  period  for 
which  support  is  contemplated  if  the 
activity  is  satisfactorily  carried  out  and 
Federal  funds  are  available.  For  con¬ 
tinuation  support,  grantees  must  make 
separate  application  in  the  form  and 
detail  required  by  the  Administrator. 

§  408.12  Reports. 

In  the  case  of  any  project  a  final  ac¬ 
tivity  report  shall  be  submitted  not  later 
than  90  days  following  termination  of  the 
project.  A  progress  report  shall  also  be 
submitted  with  each  request  for  a  con¬ 
tinuation  grant.  Financial  and  other  re¬ 
ports  shall  be  submitted  at  the  intervals 
prescribed  by  the  Administrator.  All  re¬ 
ports  shall  be  submitted  in  the  form  and 
containing  the  information  specified  by 
the  Administrator,  with  a  copy  to  the 
Regional  Commissioner. 

§  408.13  Payments. 

Payment  of  the  Federal  share  of  an 
approved  project  may  be  made  in  ad¬ 
vance  for  estimated  costs  of  operation,  or 
as  reimbursement  to  the  grantee,  and 
shall  be  subject  to  such  requirements  as 
the  Administrator  may  establish. 

§  408.14  Confidential  information. 

(a)  All  information  obtained  by  a 
grantee  as  to  personal  facts  about  indi¬ 
viduals  served  by  the  project,  including 
lists  of  names  and  addresses  and  records 
of  evaluation,  shall  be  held  to  be 
confidential. 

(b)  The  use  of  such  information  and 
records  shall  be  limited  to  purposes  di¬ 
rectly  connected  with  the  project  and 
may  not  be  disclosed,  directly  or  indi¬ 
rectly,  other  than  in  the  administration 
thereof,  unless  the  consent  of  the  agency 
providing  the  information  and  the  indi¬ 
vidual  to  whom  the  information  applies, 
or  his  representative,  has  been  obtained 
in  writing.  The  final  product  of  the  proj¬ 
ect  will  not  reveal  any  information  that 
may  serve  to  identify  any  person  about 
whom  information  has  been  obtained 
without  his  written  consent,  or  the  writ¬ 
ten  consent  of  his  representative. 


§  408.15  Publications  and  copyright 
policy. 

Grantees  may  publish  results  of  any 
activity  assisted  by  the  grant  without 
prior  review  by  the  Social  and  Rehabili¬ 
tation  Service:  Provided  that  such  pub¬ 
lications  carry  a  footnote  acknowledging 
the  assistance  received  under  the  grant, 
and  that  copies  of  the  publications  are 
furnished  to  the  Social  and  Rehabilita¬ 
tion  Service.  Where  a  grant  results  in  a 
book  or  other  copyrightable  material,  the 
author  is  free  to  copyright  the  work,  but 
the  Social  and  Rehabilitation  Service 
reserves  a  royalty-free,  nonexclusive, 
and  irrevocable  license  to  reproduce,  pub¬ 
lish,  or  otherwise  use,  and  to  authorize 
others  to  use,  all  copyrightable  or  copy¬ 
righted  material  resulting  from  the 
grant-supported  activity. 


PART  409— VENDING  STAND  PRO¬ 
GRAM  FOR  THE  BLIND  ON  FEDERAL 
AND  OTHER  PROPERTY 

Sec. 

409.1  Terms. 

409.2  Application  for  designation  as  licens¬ 

ing  agency:  general. 

409.3  Application  for  designation  as  licens¬ 

ing  agency;  content. 

409.4  Rules  and  regulations  of  licensing 

agency;  general. 

409.5  Rules  and  regulations;  ownership  by 

operators. 

409.6  Rules  and  regulations;  issuance  and 

conditions  of  licenses. 

409.7  Rules  and  regulations;  hearings. 

409.8  Rules  and  regulations;  set  aside  of 

funds. 

409.9  Use  of  servicing  arrangement. 

409.10  Approval  of  application  for  designa¬ 

tion  as  licensing  agency. 

409.11  Permit  for  establishment  of  vending 

stands. 

409.12  Maintenance  and  repair  of  vending 

stands. 

409.13  Revocation  of  designation  as  licens¬ 

ing  agency. 

409.14  Revocation  of  designation  as  licens¬ 

ing  agency;  procedures. 

409.15  Revocation  of  designation  as  licens¬ 

ing  agency;  effect. 

Authority:  The  provisions  of  this  Part 
409  issued  under  sec.  2,  49  Stat.  1559,  as 
amended;  20  U.S.C.  107a. 

§  409.1  Terms. 

Unless  otherwise  indicated  in  this  part, 
the  terms  below  are  defined  as  follows: 

(a)  “Act”  means  the  Randolph-Shep- 
pard  Vending  Stand  Act  (Public  Law  732, 
74th  Cong.,  49  Stat.  1559,  as  amended  by 
section  4  of  Public  Law  565,  83d  Cong., 
68  Stat.  663;  20  U.S.C.  107,  chapter  6A). 

(b)  “Secretary”  means  the  Secretary 
of  Health,  Education,  and  Welfare. 

(c)  “Administrator”  means  the  Ad¬ 
ministrator  of  the  Social  and  Rehabilita¬ 
tion  Service  in  the  Department  of 
Health,  Education,  and  Welfare. 

(d)  “Licensing  agency”  means  the 
State  agency  designated  by  the  Adminis¬ 
trator  pursuant  to  the  act  and  this  part, 
to  issue  licenses  to  blind  persons  for  the 
operation  of  vending  stands  on  Federal 
and  other  property. 

(e)  “Commission  for  the  Blind” 
means  a  State  agency  which  provides 
services  exclusively  for  the  blind  and 
other  visually  handicapped  individuals. 


(f)  “Program”  means  all  the  activities 
of  the  licensing  agency,  pursuant  to  the 
act  and  this  part  related  to  vending 
stands  on  Federal  and  other  property. 

(g)  “Federal  property”  means  any 
building,  land,  or  other  real  property, 
owned,  leased,  or  occupied  by  any  de¬ 
partment  or  agency  of  the  United  States 
or  any  instrumentality  wholly  owned  by 
the  United  States,  or  by  any  department 
or  agency  of  the  District  of  Columbia  or 
any  Territory  or  possession  of  the  United 
States. 

(h)  “Other  property”  means  property 
which  is  not  Federal  property  and  on 
which  vending  stands  are  established  or 
operated  by  the  use  of  any  funds  derived 
in  whole  or  in  part,  directly  or  indirectly, 
from  the  operation  of  vending  stands  on 
any  Federal  property. 

(i)  “License”  means  a  written  instru¬ 
ment  issued  by  the  licensing  agency  to 
a  blind  person,  pursuant  to  the  act  and 
this  part,  authorizing  such  person  to 
operate  a  vending  stand  on  Federal  or 
other  property. 

(j)  “Operator”  means  a  blind  person 
licensed  to  operate  a  vending  stand  on 
Federal  or  other  property  under  the  act. 

(k)  “Permit”  means  the  official  au¬ 
thorization  given  a  licensing  agency  by 
a  department  or  agency  in  control  of  the 
maintenance,  operation,  and  protection 
of  Federal  property,  or  person  in  control 
of  other  property,  whereby  the  licensing 
agency  is  authorized  to  establish  a  vend¬ 
ing  stand. 

(l)  “Vocational  Rehabilitation  Act" 
means  that  act,  as  amended  (29  U.S.C. 
ch.  4). 

(m)  “Vocational  rehabilitation  serv¬ 
ices”  means  those  services  necessary  to 
render  a  blind  person  fit  to  engage  in 
remunerative  employment. 

(n)  “State  vocational  rehabilitation 
agency”  or  “State  agency”  means  that 
agency  in  the  State  providing  vocational 
rehabilitation  services  to  the  blind  as  the 
sole  State  agency  under  a  State  plan  ap¬ 
proved  pursuant  to  the  provisions  of  the 
Vocational  Rehabilitation  Act. 

(o)  “Vending  stand”  means: 

(1)  Such  shelters,  counters,  shelving, 
display  and  wall  cases,  refrigerating 
apparatus,  and  other  appropriate  auxil¬ 
iary  equipment  as  are  necessary  for  the 
vending  of  such  articles  as  may  be  ap¬ 
proved  by  the  licensing  agency  and  the 
Federal  department  or  agency  having 
control  of  the  maintenance,  operation 
and  protection  of  Federal  property  or 
person  in  the  control  of  other  property: 
and 

(2)  Manual  or  coin-operated  vending 
machines  or  similar  devices  for  vending 
such  articles. 

(p)  “Blind  person”  means  a  person 
having  not  more  than  10  per  centum 
visual  acuity  in  the  better  eye  with  cor¬ 
rection.  This  means  a  person  who  has 

(1)  Not  more  than  20/200  central 
visual  acuity  in  the  better  eye  after  cor¬ 
rection:  or 

(2)  An  equally  disabling  loss  of  the 
visual  field:  i.e.,  a  limitation  in  the  fields 
of  vision  such  that  the  widest  diameter 
of  the  visual  field  subtends  an  angle  no 
greater  than  20°.  Such  blindness  shall 
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be  certified  by  a  duly  licensed  ophthal¬ 
mologist. 

(q)  “State”  means  a  State,  territory,  or 
possession,  or  the  District  of  Columbia. 

§  409.2  Application  for  designation  as 
licensing  agency;  general. 

(a)  Applications  for  designation  as 
licensing  agency  may  be  submitted  only 
by  a  State  vocational  rehabilitation 

agency. 

(b)  The  application  shall : 

(1)  Be  submitted  in  writing  to  the 
Administrator; 

(2)  Be  approved  by  the  chief  execu¬ 
tive  of  the  State;  and 

(3)  Be  transmitted  over  the  signa¬ 
ture  of  the  executive  officer  of  the  State 
agency  making  application. 

§  409.3  Application  for  designation  us 
licensing  agency ;  content. 

The  application  shall  indicate: 

(a)  The  licensing  agency’s  legal  au¬ 
thority  to  perform  the  functions  neces¬ 
sary  for  the  administration  of  the  pro¬ 
gram,  including  its  authority  to  issue 
regulations  to  govern  the  program  which 
would  have  the  force  and  effect  of  law 
within  the  State,  and  that  such  regula¬ 
tions  will  be  issued  in  accordance  with 
the  provisions  of  State  law. 

(b)  The  licensing  agency’s  organiza¬ 
tion  for  carrying  out  the  program,  in¬ 
cluding  the  methods  of  coordinating  the 
vending  stand  program  and  the  voca¬ 
tional  rehabilitation  program. 

(c)  The  broad  policies  and  standards 
to  be  employed  in  the  selection  of  suit¬ 
able  locations  for  vending  stands. 

(d)  The  policies  to  be  followed  in 
making  suitable  vending  stand  equip¬ 
ment  and  adequate  initial  stocks  of  mer¬ 
chandise  available  and  the  sources  of 
funds  to  be  used  therefor.  • 

(e)  The  sources  of  funds  for  the  man¬ 
agement  of  the  program  and  the  amounts 
of  funds,  if  any,  to  be  set  aside  from  the 
proceeds  of  the  operation  of  vending 
stands. 

(f)  The  policies  and  standards  gov¬ 
erning  the  relationship  of  the  licensing 
agency  to  the  operators,  including  their 
selection,  duties,  supervision,  transfer, 
and  financial  participation. 

(g)  The  methods  to  be  followed  in  pro¬ 
viding  suitable  training  to  blind  persons 
selected  for  licensing  under  the  program. 

(h)  The  arrangements  made  or  con¬ 
templated,  if  any,  for  the  utilization  of 
the  services  of  any  agency  or  organiza¬ 
tion;  the  agreements  therefor  and  the 
services  to  be  provided;  the  procedures 
for  the  supervision  and  control  of  the 
services  provided  by  such  agency  or  or¬ 
ganization  and  the  methods  used  in 
evaluating  services  received,  the  basis  for 
renumeration,  and  the  fiscal  controls  and 
accounting  procedures. 

(i)  The  arrangements  made  or  con¬ 
templated,  if  any,  for  the  vesting  in  ac¬ 
cordance  with  the  law's  of  the  State,  of 
the  right,  title  to,  and  interest  in  vend¬ 
ing  stand  equipment  or  stock  (includ¬ 
ing  vending  machines) ,  used  in  the 
program  in  a  nominee  of  the  licensing 
agency  to  hold  such  right,  title  to,  and 
Interest  for  program  purposes. 


(j)  That  the  designated  State  licens¬ 
ing  agency  will : 

(1)  Cooperate  with  the  Administrator 
in  carrying  out  the  purpose  of  the  act; 

(2)  Take  effective  action,  including 
the  termination  of  licenses,  to  carry  out 
full  responsibility  for  the  management 
and  operation  of  each  vending  stand  in 
its  program,  in  accordance  with  its  estab¬ 
lished  rules  and  regulations,  this  part, 
and  the  terms  and  conditions  governing 
the  permit; 

(3)  Submit  promptly  to  the  Adminis¬ 
trator  a  description  of  any  changes  in  the 
legal  authority  of  the  licensing  agency, 
its  rules  and  regulations,  and  any  other 
matters  which  form  a  part  of  the 
application; 

(4)  If  it  intends  to  set  aside,  or  cause 
to  be  set  aside,  funds  from  the  proceeds 
of  the  operation  of  vending  stands,  ob¬ 
tain  a  prior  determination  by  the  Ad¬ 
ministrator  that  the  funds  to  be  set  aside 
do  not  exceed  a  reasonable  amount; 

(5)  Furnish  each  operator  a  copy  of 
its  rules  and  regulations  and  a  descrip¬ 
tion  of  the  arrangements  for  providing 
services,  and  take  adequate  steps  to  as¬ 
sure  that  each  operator  understands  the 
provisions  of  such  documents  and  the 
provisions  of  the  permit  and  any  agree¬ 
ment  under  which  he  operates,  as  evi¬ 
denced  by  his  signed  statements;  and 

(6)  Make  such  reports  in  such  form 
and  containing  such  information  as  the 
Administrator  may  from  time  to  time  re¬ 
quire  and  comply  with  such  provisions  as 
the  Administrator  may  from  time  to 
time  find  necessary  to  assure  the  correct¬ 
ness  and  verification  of  such  reports. 

§  409.4  Rules  and  regulations  of  licens¬ 
ing  agency;  general. 

(a)  The  State  agency  shall  submit 
with  its  application  rules  and  regulations 
which  it  has  issued  or  proposes  to  pro¬ 
mulgate  immediately  upon  approval  of 
its  application.  In  the  event  proposed 
rules  and  regulations  are  submitted,  the 
licensing  agency  shall  within  a  reason¬ 
able  time  after  the  approval  of  its  appli¬ 
cation,  submit  a  copy  of  the  promulgated 
regulations.  Such  rules  and  regulations 
shall  contain  adequate  provisions  to  en¬ 
able  the  licensing  agency  to  carry  out  its 
responsibilities  under  the  act  and  this 
part,  and  to  assure  the  conduct  of  the 
program  and  the  operation  of  each  vend¬ 
ing  stand  in  accordance  with  the  act,  this 
part,  and  the  regulations  and  conditions 
of  the  departments  and  agencies  in  con¬ 
trol  of  maintenance,  operation,  and  pro¬ 
tection  of  Federal  property,  including  the 
conditions  contained  in  the  permits,  as 
well  as  all  applicable  State  laws,  local 
ordinances  and  regulations. 

(b)  Such  rules  and  regulations  and 
amendments  thereto  shall  be  filed  or  pub¬ 
lished  in  accordance  with  State  law. 

(c)  Such  rules  and  regulations  shall 
include  provisions  adequate  to  insure 
that  the  right,  title  to,  and  interest  in 
each  vending  stand  used  in  the  program 
and  the  stock  will  be  vested  in  accordance 
with  the  laws  of  the  State  in  only  the 
following : 

(1)  The  licensing  agency; 

(2)  Its  nominee,  subject  to  the  condi¬ 
tions  specified  in  §  409.9(b) ;  and 


(3)  The  operator.  The  decision 
whether  title  may  be  vested  in  the 
operator  rests  with  each  State. 

(d)  Noth  withstanding  the  provisions 
of  paragraph  (c)  of  this  section,  any 
right,  title  to,  or  interest  which  existed 
on  June  30,  1955,  in  stock  may  continue 
so  long  as: 

(1)  The  interest  is  with  respect  to  the 
stock  of  a  stand  established  under  the 
program  prior  to  July  1,  1955,  and 

(2)  The  operator  was  licensed  in  the 
program  (whether  or  not  for  the  opera¬ 
tion  of  the  vending  stand  in  question) 
prior  to  July  1,  1955. 

§  409.5  Rules  anti  regulations;  owner¬ 
ship  by  operators. 

If  a  State  decides  that  title  may  be 
vested  in  the  operator,  the  rules  and 
regulations  shall  specify: 

(a)  That  a  written  agreement  shall  be 
entered  into  with  each  operator  who  is  to 
have  such  ownership,  such  agreement 
containing  in  full  the  terms  and  condi¬ 
tions  governing  such  ownership  in  ac¬ 
cordance  with  criteria  in  the  State 
agency’s  regulations,  any  applicable  Fed¬ 
eral  regulations  and  the  terms  and 
conditions  of  the  permit. 

(b)  Reasonable  criteria  to  govern  the 
determination  as  to  the  circumstances 
under  which  title  may  be  so  vested.  Such 
criteria  shall  contain  reasonable  provi¬ 
sions  to  enable  an  operator  to  purchase 
vending  stand  equipment.  No  individual 
may  be  denied  the  opportunity  to  become 
an  operator  because  of  his  inability  to 
purchase  the  vending  stand  equipment 
or  the  initial  stock. 

(c)  Whether  the  operator-owner  or 
licensing  agency  shall  be  required  to 
maintain  the  vending  stand  in  good 
repair  and  in  an  attractive  condition  and 
replace  worn-out  or  obsolete  equipment; 
and  if  the  former,  provide  that  upon  his 
failure  to  do  so,  the  licensing  agency 
may  make  or  cause  to  be  made,  the 
necessary  maintenance,  replacement,  or 
repairs  and  make  equitable  arrangements 
for  reimbursement. 

(d)  That  where  the  operator  owns 
such  equipment  and  is  required  to  main¬ 
tain  the  vending  stand  in  good  repair 
and  in  an  attractive  condition  and  re¬ 
place  worn-out  or  obsolete  equipment  or 
agrees  to  purchase  additional  new  equip¬ 
ment,  service  charges  for  such  purposes 
shall  be  equitably  reduced,  and  the 
method  for  determining  such  amount. 

(e)  That  the  State  licensing  agency 
shall  retain  a  first  option  to  repurchase 
such  equipment,  and  in  the  event  the 
operator  dies,  or  for  any  other  reason 
ceases  to  be  a  licensee  or  transfers  to 
another  vending  stand,  ownership  of 
such  equipment  shall  become  vested  in 
the  licensing  agency  subject  to  an  obliga¬ 
tion  on  its  part  to  pay  to  such  operator 
or  his  estate,  the  fair  value  therein  as 
determined  in  accordance  with  its 
regulations. 

(f)  That  the  operator,  his  personal 
representative  or  next  of  kin  shall  be 
entitled  to  an  opportunity  for  a  fair 
hearing  with  respect  to  the  determina¬ 
tion  of  the  amount  to  be  paid  by  the 
licensing  agency  for  an  operator’s  owner¬ 
ship  in  the  equipment. 
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(g)  The  method  to  be  used  in  deter¬ 
mining  the  fair  value  of  the  operator’s 
ownership  in  the  equipment. 

§  409.6  Rules  and  regulations:  issuance 
and  conditions  of  licenses. 

The  rules  and  regulations  of  the  licens¬ 
ing  agency  shall  further  provide : 

(a)  Objective  criteria  for  licensing 
qualified  applicants,  including  a  provi¬ 
sion  for  giving  preference  to  blind  per¬ 
sons  who  are  in  need  of  employment  and 
have  resided  for  at  least  one  year  in  the 
State  in  which  the  stand  is  to  be  located. 
Such  criteria  shall  also  include  provi¬ 
sions  to  assure  that  licenses  will  be  issued 
only  to  persons  who  are  determined  by 
the  licensing  agency  to  be: 

(1)  Blind; 

(2)  Citizens  of  the  United  States; 

(3)  At  least  21  years  of  age;  and 

(4)  Certified  by  the  State  vocational 
rehabilitation  agency  as  qualified  to 
operate  a  vending  stand. 

(b)  For  the  issuance  of  licenses  for  an 
indefinite  period  but  subject  to  termina¬ 
tion  if,  after  affording  the  operator  an 
opportunity  for  a  fair  hearing,  the  licens¬ 
ing  agency  finds  that  the  vending  stand 
is  not  being  operated  in  accordance 
with  its  rules  and  regulations,  the  terms 
and  conditions  of  the  permit,  or  the 
agreement  with  the  operator. 

(c)  For  the  assignment  to  the  opera¬ 
tor  of  the  income  from  vending  machines 
within  reasonable  proximity  to  and  in 
direct  competition  with  the  vending 
stand.  (If  a  vending  machine  vends  ar¬ 
ticles  of  a  type  authorized  by  the  permit 
and  is  so  located  that  it  attracts  cus¬ 
tomers  who  would  otherwise  patronize 
the  vending  stand,  such  machine  shall 
be  considered  to  be  in  reasonable  prox¬ 
imity  to  and  in  direct  competition  with 
the  stand.) 

(d)  The  policies  to  govern  the  duties, 
supervision,  transfer  and  financial  par¬ 
ticipation  of  the  operators. 

§  409.7  Rules  and  regulations;  hearings. 

The  rules  and  regulations  shall  spec¬ 
ify  the  procedure  whereby  the  licensing 
agency  affords  an  opportunity  for  a  fair 
hearing  to  each  operator  (or  to  his  per¬ 
sonal  representative  or  next  of  kin  in 
cases  described  in  §  409.5(f) )  dissatisfied 
with  any  action  arising  from  the  opera¬ 
tion  or  administration  of  the  vending 
stand  program. 

§  409.8  Rules  and  regulations;  set  aside 
of  funds. 

The  rules  and  regulations  of  the  licens¬ 
ing  agency  shall  specify  the  extent  to 
which  funds  are  to  be  set  aside  or  caused 
to  be  set  aside  from  the  proceeds  of  the 
operation  of  the  vending  stands  and  that 
in  no  case  will  the  amounts  to  be  set 
aside  exceed  a  reasonable  amount  as  de¬ 
termined  by  the  Administrator.  Funds 
may  be  set  aside  only  for  the  purposes  of : 

(a)  Maintenance  and  replacement  of 
equipment ; 

(b)  The  purchase  of  new  equipment; 

(c)  Management  services: 

(d)  Assuring  a  fair  minimum  of  re¬ 
turn  to  operators  of  vending  stands;  and 
the  rules  and  regulations  of  the  licensing 
agency  shall  set  out  the  method  of  de¬ 


termining  the  charge  for  each  of  the 
above  listed  purposes.  Such  method  will 
be  designed  to  prevent,  so  far  as  is  prac¬ 
ticable,  a  greater  charge  for  any  purpose 
than  is  reasonably  required  for  that  pur¬ 
pose.  The  rules  and  regulations  shall 
further  provide  that  adequate  records 
will  be  maintained  to  support  the  reason¬ 
ableness  of  the  charges  for  each  of  the 
purposes  listed  in  this  section. 

§  409.9  Use  of  servicing  arrangement. 

(a)  The  licensing  agency  may  enter 
into  an  agreement  whereby  another 
agency  or  organization  undertakes  to 
furnish  services.  Such  agreement  shall 
be  in  writing  and  contain  provisions 
which: 

(1)  Clearly  insure  the  retention  by  the 
licensing  agency  of  full  responsibility 
for  the  management  and  operation  of 
all  phases  of  the  program; 

(2)  Specify  the  type  and  extent  of  the 
services  to  be  provided  under  such 
agreement; 

(3)  Provide  that  no  charges  will  be 
collected  from  operators  except  as  spec¬ 
ified  in  such  agreement; 

(4)  Specify  that  such  other  agency  or 
organization  may  not  be  allowed  to  ex¬ 
ercise  any  function  with  respect  to  funds 
for  the  purchase  of  new  equipment  or  for 
assuring  a  fair  minimum  of  return  to  op¬ 
erators,  except  to  collect  and  hold  solely 
for  the  purchase  of  new  equipment  or  for 
order  of  the  licensing  agency  any  charges 
authorized  for  those  purposes  by  the 
licensing  agency;  and 

(5)  Specify  that  only  the  licensing 
agency  shall  have  control  with  respect  to 
selection,  placement,  financial  participa¬ 
tion  and  termination  of  the  operators, 
and  the  preservation,  utilization,  and 
disposition  of  program  assets. 

(b)  If  the  licensing  agency  permits 
any  agency  or  organization  other  than 
an  operator  to  hold  any  right,  title  to, 
or  interest  in  vending  stands  or  stock, 
the  arrangement  shall  be  one  permitted 
by  State  law  and  shall  specify  in  writing 
that  all  such  right,  title  to,  or  interest 
is  held  as  the  nominee  of  the  licensing 
agency  for  program  purposes  and  sub¬ 
ject  to  the  paramount  right  of  the  licens¬ 
ing  agency  to  direct  and  control  the  use, 
transfer,  and  disposition  of  such  vending 
6tands  or  stock. 

§  409.10  Approval  of  application  for 
designation  as  licensing  agency. 

When  the  Administrator  determines 
that  the  application  and  rules  and  regu¬ 
lations  (or  proposed  rules  and  regula¬ 
tions)  indicate  a  plan  of  program  opera¬ 
tions  which  will  stimulate  and  enlarge 
the  economic  opportunities  for  the  blind 
and  meet  the  other  requirements  of  the 
act  and  of  this  part,  he  shall  approve  the 
application  and  shall  designate  the 
applying  agency  as  the  State  licensing 
agency. 

§  409.11  Permit  for  establish  men  t  of 
vending  stands. 

Prior  to  the  establishment  of  each 
vending  stand,  the  designated  State 
licensing  agency  shall  submit  and  have 
approved,  in  accordance  with  regula¬ 
tions  of  the  department  or  agency  in 


control  of  the  maintenance,  operation, 
and  protection  of  the  Federal  property 
(or  procedures  of  the  person  in  control 
of  other  property) ,  an  application  for  a 
permit  setting  forth  the  exact  location, 
the  amount  of  space  to  be  occupied,  the 
type  of  shelter  and/or  equipment,  the 
types  of  items  of  merchandise  to  be 
offered  for  sale  at  each  vending  stand, 
including  the  number,  location,  and 
types  of  vending  machines  and  other 
terms  and  conditions  desired  to  be  in¬ 
cluded  in  the  permit. 

§  409.12  Maintenance  and  repair  of 
vending  stands. 

The  licensing  agency  shall  maintain 
(or  cause  to  be  maintained)  all  vending 
stands  in  good  repair  and  in  an  attrac¬ 
tive  condition  and  shall  replace  or  cause 
to  be  replaced  wornout  and  obsolete 
equipment  as  required  to  insure  the  con¬ 
tinued  successful  operation  of  the  stand. 

§  409.13  Revocation  of  designation  as 
licensing  agency. 

The  Secretary  shall  revoke  the  desig¬ 
nation  of  any  licensing  agency  if  he 
finds  after  affording  such  agency  an 
opportunity  for  a  hearing,  as  herein¬ 
after  provided,  that,  in  the  administra¬ 
tion  of  the  program,  there  is  a  failure  on 
the  part  of  such  agency  to  comply  sub¬ 
stantially  with  the  provisions  of  the  act 
or  of  this  part. 

§  409.14  Revocation  of  designation  as 
licensing  agency;  procedures. 

(a)  If  the  Administrator  has  reason 
to  believe  that,  in  the  administration  of 
the  program,  there  is  a  failure  on  the 
part  of  any  licensing  agency  to  comply, 
substantially  with  the  act  and  this  part, 
he  shall  so  inform  such  agency  in  writ¬ 
ing,  setting  forth,  in  detail,  the  areas  in 
which  there  is  such  failure  and  giving  it 
a  reasonable  opportunity  to  comply. 

(b)  If,  after  the  lapse  of  a  reasonable 
time,  the  Administrator  is  of  the  opinion 
that  such  failure  to  comply  still  con¬ 
tinues  and  that  the  licensing  agency  is 
not  taking  the  necessary  steps  to  com¬ 
ply,  he  shall  offer  to  such  agency,  by 
reasonable  notice  in  writing  thereto  and 
to  the  chief  executive  of  the  State,  an 
opportunity  for  a  hearing  before  the 
Secretary  (or  person  designated  by  the 
Secretary)  to  determine  whether  there 
is  a  failure  on  the  part  of  such  agency  to 
comply  substantially  with  the  provisions 
of  the  act  and  of  this  part. 

(c)  If  it  is  thereupon  determined  that 
there  is  a  failure  on  the  part  of  such 
agency  to  comply  substantially  with  the 
act  and  this  part,  appropriate  written 
notice  shall  be  given  to  such  agency  and 
to  the  chief  executive  of  the  State  revok¬ 
ing  said  agency’s  designation  as  licensing 
agency  effective  90  days  from  the  date  of 
such  notice. 

(d)  If,  before  the  expiration  of  such 
90  days,  the  Secretary  (or  person  desig¬ 
nated  by  him)  determines  that  the  li¬ 
censing  agency  is  taking  the  necessary 
steps  to  comply,  he  may  postpone  the 
effective  date  of  such  revocation  for  such 
time  as  he  deems  necessary  for  the  best 
interest  of  the  program. 
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(e)  If,  prior  to  the  effective  date  of 
such  revocation,  the  Secretary  (or  per¬ 
son  designated  by  him)  finds  that  there 
is  no  longer  a  failure  on  the  part  of  the 
licensing  agency  to  comply  substantially 
with  the  provisions  of  the  act  and  of  this 
part,  he  shall  so  notify  the  agency  and 
the  chief  executive  of  the  State,  in  which 
.  event  the  revocation  of  the  designation 
shall  not  become  effective. 

§  409.15  Revocation  of  designation  as 
licensing  agency;  effect. 

(a)  Effective  upon  the  receipt  of  the 
notice  of  revocation  of  a  State  agency’s 
designation  as  licensing  agency,  in  ac¬ 
cordance  with  §  409.14(c),  the  licensing 
agency’s  authority  to  issue  licenses  to 
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blind  persons  for  the  operation  of  vend¬ 
ing  stands  on  Federal  and  other  property 
under  the  act  and  this  part  shall  be 
suspended,  except  upon  special  authori¬ 
zation  by  the  Administrator. 

(b)  After  the  effective  date  of  the  rev¬ 
ocation  of  a  State  agency’s  designation 
as  licensing  agency,  such  agency  shall 
have  no  authority  to  issue  licenses  to 
blind  persons  for  the  operation  of  vend¬ 
ing  stands  under  the  act  and  this  part. 

(c)  If,  at  the  expiration  of  60  days 
from  the  effective  date  of  a  revocation  of 
a  State  agency’s  designation  as  licensing 
agency,  no  other  agency  in  the  State  is 
designated,  pursuant  to  the  provisions  of 
the  act  and  this  part,  as  licensing  agency, 
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all  licenses  issued  by  the  agency  whose 
designation  has  been  revoked  shall 
terminate. 

Effective  date:  These  regulations  shall 
be  effective  on  the  date  of  their  publica¬ 
tion  in  the  Federal  Register. 

Dated :  July  28, 1969. 

Mary  E.  Switzer, 
Administrator,  Social  and 
Rehabilitation  Service. 

Approved:  October  8,  1969. 

/s/  Robert  H.  Finch, 

Secretary. 

[F.R.  Doc.  69-11247;  Filed,  Oct.  16,  1969; 
8:45  a.m.] 
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